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WEDNESDAY, JANUARY 9, 1957 












Untrep States SENATE, 

CoMMITTEE ON ForetGn RELATIONS, 
SUBCOMMITTEE ON DISARMAMENT, 

Washington, D. C. 


The subcommittee met, pursuant to call, at 10:05 a. m., in the 
equcus room, Senate Office Building, Senator Hubert H. Humphrey 
(chairman of the subcommittee ) presiding. é 

Present: Senators Humphrey (presiding), Sparkman, Pastore, 
Symington, Wiley, Saltonstall, and Knowland. 

Also present : Senator Flanders. 














INTRODUCTORY REMARKS OF THE CHAIRMAN 












Senator Humpurey. I want to say to my colleagues that we are 
expecting to have a number of our other colleagues on this committee 
with us today; and, Senator Knowland, you mentioned to me some- 
thing about a Republican conference. 

Senator KNow.Lanp. Mr. Chairman, I merely wanted to say for your 
information, and for the information of the witnesses, that it is not 
from lack of interest on the part of the Republicans on this committee 
that the attendance will be limited today. Our committee on com- 
mittees which, under the Republican conference, assigns our members 
to the committees of the Senate, is now in session, and we have a 
conference at 11 o’clock, of all Republican Senators, to approve the 
action of the committee on committees. Unfortunately this meeting 
today came at a time which would result in a maximum number of 
our members having to be absent. For instance, Senator Bricker 
isthe chairman of the committee on committees. 

Senator Humpurey. Yes. 

I would say that Senator Bricker has indicated he would come 
later, and I wanted him particularly to be here when Mr. Finch 
testifies, 

I will make a brief opening statement, and then we will proceed 
tothe first witness. 

This is the 11th hearing of the Subcommittee on Disarmament. 
Our meeting today is the first of a series of five hearings we have 
scheduled over the next couple of weeks. Another hearing will be 
held tomorrow, to be followed by other hearings later this month. 

As a result of this series of hearings, the subcommittee hopes to 
obtain additional information on particular aspects of the problem of 
disarmament. The work of the subcommittee has made encouraging 
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progress since it was established by special Senate resolution SOny 
months ago. 

We now plan in this series of hearings to explore further the nm 
of disarmament in the United States foreign policy, technical pr, 
lems of disarmament, and the economic implications of reductions jy 
Armed Forces and armaments. 

As I was saying just a moment ago to Mr. Dean and Mr, Finch 
who are with us, I am convinced that the studies which have been mag, 
in the field of disarmament, while they may not have led to anythj 
of a concrete nature for the moment, have been helpful in the sens 
that the executive and the legislative branches of Governmey 
have undertaken studies which look to the future, thereby enlightep, 
ing themselves and at the same time bringing better understané. 
ing to the public in general about the complexity of any program fy 
the control and reduction of armaments. 

Today and tomorrow, our attention will be directed to the bro 
question of the place of disarmament within the framework of Ame. 
ican foreign policy. I think this has all been underscored by th 
exchange of letters between the President of the United States and th 
Premier of Soviet Russia, Mr. Bulganin. This exchange of letter 
has at least focused attention upon the complexity of our problem an¢ 
indeed, upon its importance. 

The more we ponder this vital question of disarmament, the mon 
it appears that it cannot be divorced from the large and fundamental 
problems which spring from the conflicts of national policies, the sit 
uations of international tension, and the challenges to law and orde 
which so greatly trouble relations among nations today. Moreover, 
the problem of regulating Armed Forces and weapons still evokes 
many unanswered questions regarding the changing technology of 
modern war and our defense strategy. 

It may be, too, that the onward rush of international events, espe 
cially within the last year, has profound implications for the manne 
in which we handle disarmament negotiations and the way in whid 
we should approach an international agreement on the arms question 

The highly distinguished character of the witnesses who are sched 
uled to testify on these 2 days makes me confident that our discussion 
of this question will be enlightening and rewarding. Today our wit 
nesses include two former Ambassadors of the United States, Mr. 
Arthur Dean and Mr. George Kennan, and the well-known intern 
tional lawyer, Mr. George Finch. Tomorrow we hope to hear from 
Mr. Paul Nitze, Benjamin V. Cohen, Leslie Groves, and Ham 
Morgenthau. 

Each witness should feel perfectly free to express his thoughts 
frankly and fully, although in each case we have asked that the initial 
prepared statement not exceed a maximum of 15 minutes. The wit 
nesses may read their prepared statements, or merely submit them far 
the record and then make their remarks orally; or, if they so desir, 
they might make themselves immediately available for questioning 

Our first witness is one of America’s outstanding lawyers, whi 
has been a partner in the well-known law firm of Sullivan & Crom 
well for many years. In 1953, Mr. Dean generously consented to serve 
his country, at a very difficult time and under most trying circull: 
stances. As special Ambassador to Korea, he undertook the difficult 
task of negotiating with the Communists at Panmunjom for the pu 
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of holding a political conference to settle the problem of that 
war-ravaged and divided country. Since his tour of duty in Korea, 
fr, Dean has published various articles on Asian questions which 
jnonstrate both his perceptivity and his grasp of American policy 
a. 
Ber very happy to have him with us here today, and to have him 
gus the benefit of his special knowledge and experience. I call 
F the witness stand, for whatever comments and observations he may 
wish to make, Mr. Arthur Dean. I might say to my colleagues that 
thequestion or the topic we have referred to Mr. Dean centers around 
heproblems of disarmament and security in the Far Kast. 

Dean, why don’t you proceed as you wish? 


SATEMENT OF ARTHUR DEAN, FORMER SPECIAL AMBASSADOR 
10 KOREA; MEMBER OF THE FIRM OF SULLIVAN & CROMWELL 


Mr. Dean. Mr. Chairman and members of the Senate committee, 
[have no prepared statement, but in response to the letter I received 
fom Senator Humphrey, I made an outline of some subjects in which 
[think you might be interested. 


QUESTION OF DISARMAMENT SHOULD BE EXPLORED 


Of course, it seems to me that the United States, as one of the 
moral leaders of the world, must explore fully and objectively 
is question of disarmament. It seems to me that the rest of the 
peoples of the world, who do not have our industrial capacity or the 
vast wealth or the mineral resources which this country possesses, 
yould feel very uncomfortable if the present race for superiority in 
meclear arms were to continue unabated between the United States 
and Russia. 

And, therefore, I think the proposals which the President has 
already put forward, and the discussions which are going on in the 
United Nations, are essential and all to the good, and I believe that, 
I understand from the New York Times this morning, there is 
going to be a new set of proposals put forward in the United Nations 
next week. 


THE NEUTRAL NATIONS SUPERVISORY COMMISSION AND THE MILITARY 
ARMISTICE COMMISSION IN KOREA 


Of course, the main question comes on how you are going to enforce 
disarmament or the timing of disarmament, or how you are going to 
ary out the agreements. I thought it might be interesting to you 
ifloutlined to you in very brief measure some of the problems which 
were encountered by the Neutral Nations Supervisory Commission 
ind the Military Armistice Commission in Korea. 

As you know, under the armistice agreement itself, there was set 
ipa Neutral Nations Supervisory Commission, with Sweden and 
Switzerland and Poland and Czechoslovakia. Both sides had thought 
Mnegotiating the armistice that it would be well to have inspection 
m both sides, and there were provisions in the armistice agreement 
which provided that on limitations of personnel, and on the fact that 
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you couldn’t bring in more combat vehicles, more combat airplang 
We had agreed, in an effort to bring the armistice about, that 
would not attempt to place a limitation on airfields. 


DELAYING TACTICS AND EVASION OF ARMISTICE TERMS BY COMMUNI 


When the members of the Neutral Nations Supervisory Comnj 
sion asked for permission to go into North Korea, almost invarj 
they met with delaying tactics or with evasion. When they finglh 
did get there, they found that they had no quarters; they found they 
was no heat; they found that when they went to work, the ligh 
suddenly and inexplicably failed. They found there was no gasolj 
for their jeeps or, when they finally did get to an airfield and trig 
actually to investigate a complaint of the Military Armistice Qo 
mission, they were driven up and down the airfields at 70 or 80 mils 
an hour, and the drivers refused to stop. 

There were four cities an in the armistice agreement when 
they were supposed to make the inspection. When they got then 
they discovered that those cities had disappeared; that the people 
had been completely moved out of the villages. They could see acrg 
the river other villages which had been created, but at the point of; 
bayonet the Chairman of the Commission was prevented from going 
into these new cities. 

We, of course, in a spirit of cooperation, did our level best to com. 
ply with the provisions of the armistice agreement. Under this 
provision of the armistice agreement where you could replace parts 
almost every day the Soviets would produce stacks and stacks an} 
stacks of material which looked like 10 or 15 telephone books, whic 
stated that yesterday they brought in so many screws and so many 
bolts and so many nuts and so many springs; and after the personnd 
of the Military Armistice Commission would work on that all night 
for many weeks, then they would suddenly discover some material 
of real importance sandwiched in with a line of maybe 15,000 a 
20,000 lines of completely innocuous material. 

If our people were scheduled to leave in an airplane at, let's say, 
11:30 p. m. tonight, and on account of weather they were unable tp 
leave until, let’s say, 12:15 tomorrow morning, the Soviets always 
refused to allow that airplane to come back in again, on the ground 
that they had not left on the day which they had announced; an 
sometimes young pilots forget that, having stated they were going ti 
leave, let’s say, 10 minutes of 12 on the 9th, that they didn’t actually 
leave until a new date. 


DISAGREEMENTS BETWEEN MEMBERS OF THE COMMISSIONS 


The Communists used every conceivable delaying tactic, they uss 
every conceivable tactic to try to evade the armistice. They mit 
interpreted the words; the sessions of the Military Armistice Com 
mission would last for hours and hours and hours. 

It was almost impossible to get the Czechs and the Poles ever t0 
vote with the Swiss and the Swedes; and if you did hear of violations 
and the parts were flown in, and the Military Armistice Commissil 
would cite that as a result of the delay before they would let th 
Neutral Supervisory Commission in, the parts would have been cot 
verted into tanks or into airplanes, so that when they found them, 
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the Communists would say, “Well, there is no complaint with 
respect: to that, and therefore you have no right to inspect that.” 


AGREEMENTS FUTILE IF MORAL STANDARDS ARE LACKING 


[merely cite these examples to you in order to show that if you are 
jaling with people with moral standards, or people who, when they 
iman agreement, intend to live up to it, that that is one problem. But 
#you are dealing with people who have no moral standards or who 
jmt have the slightest intention of living up to the agreement once 

have signed it, or who can misinterpret it or delay in its execu- 
in or talk the sessions to death or delay your right to carry out your 
isht of inspection, I think it makes you pause, because if we were 
ger to find ourselves in a situation where, in the event of a great 
quis, a type of crisis which might threaten both ourselves and our 
allies, My we were to find that we were unable to use our materials 
rithout the approval of some neutral commission, you might find that 
ga result of delaying tactics or parliamentary tactics or various 
jivisive methods, that at the very time of crisis we would be unable 


to act. 
DIFFICULTIES OF PUTTING DISARMAMENT PROPOSALS INTO EXECUTION 


So that, although you can sympathize with the tremendous desire 
ofthe peoples all over the world to have disarmament or to have a 
lssening of tensions or to have freedom from the fear of being wiped 
uitby atomic weapons, when you consider the population in the Soviet 
bloc and the age level in the Soviet bloc of their population, as com- 
pred with the age level in our population, if we were to agree that 
we were to give up the use of the atomic weapon, I think we would 
fnd ourselves under an immediate military handicap, and a tre- 
nendous psychological handicap, and I think the Soviet would have 

ined an enormous victory. 

So, while I believe the preparation of these papers and the prepara- 
tion of these studies and the carrying on of these conferences is exceed- 
ingly useful, not only to educate us into the problems of timing and 
dfexecution and of inspection, I also think it is exceedingly useful to 
the American people so that they can understand that it is not the 
asiest thing and it is not the simplest thing to carry these disarmament 
proposals into execution, even though you have the best intent in the 
world and the best will in the world to carry them into effect. 

Senator KNow.anp. Mr. Chairman. 

Senator Humpurey. Yes, sir. 

Senator KNowxianp. I wonder of Mr. Dean would mind an inter- 
mption at this point. I normally would not interrupt a witness, but 
teause of the Republican conference which will be held, to which 
Imust go very shortly, I would like to ask a couple of questions for 
the pperpose of clarification of the record. 

inst of all, I want to express my appreciation for a very lucid and 
wry helpful statement which Mr. Dean is making, and which I am 
ure he will continue to make, for the benefit of these hearings. 
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AERIAL RECONNAISSANCE AS A MEANS OF ENFORCING THE ARMISTI0p 


I would like to ask, Mr. Dean, whether you believe that, had they 
been—of course, this is a very “iffy” question, but we certainly haye 
learn from mistakes in the past—if there had been a provision ip 
armistice agreement which would have permitted the Neutral Nation 
Supervisory Commission to carry on aerial photographic reconngig 
sance, both North and South, with planes specially designated ag bej 
under control of the Commission, painted in a certain way or Wi 
certain insignias on them, if you feel that that might have enabled tly 
Commission to check promptly on these reports as to whether plang 
had been brought into fields? 

Because, as I understand you, while the fields could be built unde 
the terms of the armistice, they were not supposed to bring in plang 
But if you got a rumor that planes had been broaght in, the dela 
tactics were such that by the time you got there, that is, by the time th 
Commission got there, the planes would very easily have been moy 
either to another field or, for that matter, across the Yalu into Cop. 
munist China. 

Would you feel that aerial reconnaissance might have at least giv 
you a means which would have been very helpful in the legitimat 
enforcing of the terms of the armistice ? 

Mr. Dean. Yes, Senator Knowland. I think it would have beg 
distinctly helpful. 

The only thing—if it were clear that they had these reconnaissang 
planes properly marked, and that they were free to take off from th 
airfields over the Communist territory, without risk of being shot 
down, and the freedom to land and the right to take photographs or 
the right to make inspections, I think that would be tremendous} 
helpful. 


DANGER OF PARTISANSHIP IN MEMBERS OF A SUPERVISORY COMMISSION 


I do want to emphasize that if you are going to set up some # 
called small-nation committee to supervise this, you have to be terribly 
careful that as the result of some of the members of that commission 
being either members of the Soviet bloc or neutralists or willing t 
lend themselves to parliamentary tactics, or perhaps just being hones 
about it, you can delay the debate in the committee for so long pritt 
to the time that that plane can take off, that even that right mightin 
practice not work out. 

I remember on one occasion the Polish member of the Neutral Ne 
tions Supervisory Commission voted with the Swedes and the Swiss 
He was a former Polish Army captain. And I noticed that withn 
about 2 weeks, he was sent home. 


VIOLATION OF ARMISTICE TERMS BY COMMUNISTS 


Senator Know.anp. The second question I would like to ask is: At 
cording to reports which I believe are reliable, there has been! 
violation for some time of the terms of the armistice, namely, tlt 
bringing in of what we might call confraband military equipment 
You have mentioned one way it could be done, and there are perhaps 
other ways that it could be brought in in sufficient and substantial 
quantities. 
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[would like to have whatever observations you might care to make, 
that if it is a fact that they have brought in big planes or later vari- 
aties of jet ee of which would be contrary to the armistice, 
cause, aS 1 understand it, at that time they were supposed to have 
yone in North Korea—if they have brought in other types of equip- 
nent in violation of the written terms of the armistice and the spirit 
of the armistice, whether you feel that under those circumstances the 
[nited Nations Command should continue to tie its hands and in effect 
allow, by obsolescence, the forces of the Republic of Korea, the United 
Sates, and such allies as are there with us, to develop an obsolescent 
force from the point of view of equipment, while this violation of the 
umistice is going on in North Korea, _ 

Mr. Dean. Well, that is a very pertinent question, Senator; and 
ghen I was in Korea, one I raised with General Hull, who was in com- 
mand of the entire Far East, and General Taylor, who at that time 
mas in command of the Eighth Army, whether or not we ought to de- 
nounce those provisions of the armistice agreement. 

Now, of course, you immediately get the question that if we ~- we 

we free to build up, then they are free to build up, and then perhaps 
you inadvertently geoetreens the beginning of hostilities. 
One of your problems, of course, was that the armistice agreement, 
king merely a temporary cessation of hostilities—I don’t believe at the 
time it was negotiated and signed on July 27, 1953, anybody ever 
thought at that time that we would still have an armistice in 1956— 
md even we are finding, because under the strict language of the 
wmistice agreement you are only able to bring in parts for combat 
planes and armored vehicles that you had there at that time. Well, 
we have changed types. We have stopped manufacturing some of 
those planes, and it is terribly difficult at this late date to try to live 
wp literally to those provisions. 

Leertainly do not think that we should continue to be handicapped 
byhaving an obsolescent force there, since we know perfectly well that 

ore never in the slightest degree paid any attention to the terms 
and provisions of the armistice agreement in this respect, except so- 
alled lipservice. 

Senator KNow.anp. I wish to thank Mr. Dean, and I would merely 
ay by way of observation, and then I must go, that I fully concur in 
the views that he has just expressed; that while I want this Govern- 
nent always to scrupulously live up to any treaty obligation or any 
umistice agreement that it has, I believe it is a two-way street. 

And I believe that if there is a clear violation of the terms of the 
amistice by the Communist forces in North Korea—and from all 
formation I have, that is a fact—then I think that we have a very 
er responsibility if we allow our own forces or the forces of the 

oe of Korea to become weakened by obsolescence. 

d I hope to pursue this matter in a different forum and in a dif- 
ferent committee, to see to it that we do not permit the Allied forces 
tobecome second rate—if that is a fact—while the Communist forces 
ie getting the latest equipment. I think that merely invites trouble 
ther than prevents it. 

Senator Humpnrey. Mr. Dean, while Senator Knowland is still 
lere, has there been any report by the Neutral Nations Supervisory 
Commission or members of that Commission, to the United Nations, 
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which underscores or documents the very statements you have Made 
here today ? 


ALERTING THE U. N. AS TO SOVIET ARMISTICE VIOLATIONS 


Mr. Dean. Well, as I think you know, Senator Humphrey, 
Republic of Korea protested the continued presence of the Polish ay 
Czechoslovakian delegates, and they left. The United Nations hy 
made reports, and the Military Armistice Commission has made» 
ports. I am not certain whether the Neutral Nations Supervigg, 
Commission has made such a report which would document what} 
have said, because of the fact that it was equally divided, 2 and 9, 

Senator Humpurey. I wondered whether or not the Swiss ay 
Swedish delegates had made such a report to the appropriate comm 
tee of the United Nations or the General Assembly; and, if so, why 
our Government had done about it. 

Mr. Dean. They may have, Senator Humphrey. As you kno, 
I am now in private life. | 

Senator Humpurey. I understand. 

Mr. Dean. And I do not see those reports. I know they havyeal 
expressed themselves orally, pretty much the way I have expregy 
myself here this morning; but whether they have actually call 
officially, I do not know. 

Senator Humpurey. I want to ask this final question, and then] 
will turn it over to my colleagues. 

You mentioned here a moment ago in your opening statement s 
to the importance of our country’s not renouncing the use of atomit 


weapons, or at least not putting ourselves in the position of losing th 
strength which comes through the availability of atomic weapom 
Would you mind elucidating just a little bit more on that, so that» 
would get the point in terms of the Korean situation or the Asm 
situation ¢ 


REASONS FOR NOT RENOUNCING USE OF ATOMIC WEAPONS 


Mr. Dean. Well, at the present time, you have the Soviets in om 
trol of a large part of Eastern Europe, and of Russia and Siberia; 
they have a very close alliance with the Chinese People’s Republit 
with some 600 million people; and now their ally, Ho Chi Minh, isi 
control of the territory north of the 16th parallel in northern Vietnam 
What the situation is in Indonesia at the present time, I don’t think 
anyone knows, other than the fact that we know it is exceedingly 
troubled. 

We also know that there is a tremendous amount of Communit 


infiltration into southern Vietnam, and into Laos and Cambodia, ani] 


possibly Thailand. We know that the Burmese have been having 
very considerable trouble with physical invasion of their territory} 
the Chinese Communists. 

We know that there are some 89 million to 90 million people 
Japan today on sour, volcanic lands—they are having a great struggh 
to make a living; and we know that the Communists are using 
voluntary adherence of Japan to the embargo on Red China as a meal 
of stirring up trouble. 
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When you consider the vast areas that there are in the world today, 
the extraordinary number of submarines that the Soviets have, 
yd the large air force they have, and the large populations that they 
igre, and the question as to whether or not at any particular moment 
yecould persuade our allies to work with us, either in the NATO or 
jany of these other alliances that we have, such as SEA'TO, I believe 
iat if the United States were to put any undue restrictions on its 
ihility to use atomic arms in the manner in which the President as 
ander in Chief finds best, we might find ourselves at a serious 


disadvantage. 


ARMAMENTS AND THE OVERALL ECONOMY 


Now, I don’t mean we shouldn’t continue to explore all methods of 
jmitation of arms or limitations of men under arms, or all methods 
ad manner of trying to solve this problem, because I believe that 
fom an economic standpoint the Soviets are probably confronted by 
wme of the same problems that we are. If you were to carry on some 
ifthe ideas as to the things that you could do or ought to do in the 
somic-weapon field, you would find yourselves in peacetime taking 
nost of your gross national product and using even more than you are 
jow in military equipment, and you would then perhaps get, over a 
lng period of time, a great feeling of unrest on the part of the popu- 
lation as to whether or not that is a wise procedure, or whether or not 
they were not being required to live up to a life of austerity which 
yas not necessary under all of the circumstances. 


ARMAMENTS AND OVERALL MORAL LEADERSHIP 


[think it gets down to the question of how much you can afford in 
ration to your overall economy; how much you can do and still 
ttain your overall moral leadership, which seems to me the most 
important for the United States, and how much you can do and still 
able to work with the rest of the countries of the world who do not 
have the same industrial resources, or perhaps scientific laboratories, 
that we do. 

And I think that if the underdeveloped peoples of the world were 
toget the idea that we have the atomic weapon, that we are going to 
entinue the race with the Soviets, and that we are not too interested 
inthe problems of the underdeveloped peoples and what is going to 
happen to them, I think we could lose a great deal on the other side. 

nator SALTONSTALL. Mr. Chairman. 

Senator Humpurey. Yes, Senator Saltonstall. I understand you 
will want to go, too, shortly. 

_ Senator Sanronstaty. Thank you, Mr. Chairman. I have to go in 
jist a minute to the meeting of the Republican Committee on 
Committees. 

Mr. Dean, what you are saying, in substance, if I interpret you 
correctly, is that we have got to keep up our Armed Forces to the best 
four ability with relation to our economic strength and potential 
strength, and at the same time exercise our moral leadership in world 
affairs, 

Do I understand you to mean by that that the moral leadership 
which we must keep up must be supported by an up-to-date, power fi, 
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efficient armed force; otherwise, our moral leadership will not hey 
very much? Is that a correct statement? i 

Mr. Dean. That is a correct statement, Senator Saltonstgj] 
cause I believe at the present time you are dealing with the Sova 
power bloc which, however we may wish it were otherwise, oj} 
understands one thing at the present time, and that is the power 
force. 

Yet, at the same time, I believe there is a vast area in which we can 
while at the same time maintaining our armed strength and gj 
forward with research—I believe there is a vast area in which y 
can agree with them. I am somewhat skeptical as to how far you gy 
going to be able to agree with them and be able to carry it ont) 
practice. 

Senator Sauronstati. In other words, you say, to use the say 
language, that while we undertake research for new weapons and 
ahead in our efficiency that way, we have to research constantly q 
our moral values and what we can do along those lines at the samp 
time ? 

Mr. Dean. Yes, sir. Yes, I agree with that. 

Senator SarronsTaut. May I ask just one more question ? 


COMMUNISTS’ REAL INTENTIONS IN KOREA 


From what you said in your preliminary statements, it is your belie 
that the Communists in North Korea never had any intention, whe 
they made this armistice, of really living up to its terms; is thi 
correct ¢ 

Mr. Dean. I don’t think they ever had any intention of living 
to its terms, and I don’t think they ever had any intention of a 
ing to set up the agenda for the political conference; I don’t think they 
have any intention of ever allowing any United Nations supervisory 
teams in there to hold elections. 

I think that they regard North Korea as a puppet state today, 
They have transformed the electrical powerlines so that they nop 
run west into China instead of north and south. I think they regan 
North Korea as merely a puppet state of Communist China. I dont 
think they have the slightest intention at any time of ever agreeing 
on any program for the reunification of Korea under a demoeratit 
government. 


MEASURES LOOKING TOWARD EVENTUAL UNIFICATION OF KOREA 


Senator SauronstaLu. Well then, what more can we do to keep th 
peace in Korea and to make it possible for Korea to be united again! 

Mr. Dean. Well, we have, as you know, already been carrying ott 
a vast economic program of development in South Korea which! 
think is all to the good. I thing we ought to continue to keep the 
pressure on the Communist Chinese and the North Korean Comm 
nists in an effort to get them to agree to unification, in the hope that 
someday the situation out there will change so that possibly one day 
we can bring about a unification of Korea. 

But I don’t believe you can bring about a unification of Korea today 


short of a war; and if you have a war in North Korea, if you wil 


look at the map and look at the location of Korea in relation to some 
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{the industrial steel cities of Manchuria, such as Changchun and 
qubin, Which were originally developed by the Japanese (and the 
unists have developed them even further), I think you will see 
iat they, the Communists, are not easily going to allow North Korea 
be reunited with South Korea short of taking it over by force. 

Snator SALtonsTaLL. Then we have got to continue our economic 
ydmilitary help to South Korea. 

Mr. Dean. Yes, sir. 

Senator SatonstaLL. Mr. Chairman, I thank you for this oppor- 
nity, and I am sorry to have to leave. 

Senator Humrenrey. Thank you very much, Senator Saltonstall. 

r Wiley, I imagine you also have to go to the conference. If 
do, I think we ought to permit you to proceed with any questions 
io might have. 

Snator Wier. I do not have to go to the conference. 

[would be glad to ask a few questions. 

Mr. Dean, I received a letter this morning which said: 

Jam noticing that some of you fellows are talking about disarmament, holding 
getings, and you are spending $60 billion for preparedness. What’s it all about, 
(nator? 

How would you answer that question ? 


NEW PROBLEMS POSED BY GROWTH OF COMMUNISM 


Mr. Dean. Well, I would answer him that although none of us like 
we are in a world where—at the time of the Naval Disarmament 
(mference in 1922, President Harding and Secretary Hughes could 
sk Great Britain and the Commonwealth and France and Italy and 
pan to come in, and, in effect, you could agree with the rest of the 
wrd. Today you have some 60 new and independent nations, many 
itthem former colonies and many of them very proud, and the great 
free that we are up against is this force of communism, which only 
idlieves in the doctrine of materialism, it does not believe in moral 
andards or religious values. 

And they, in some instances, are building their air force, and some 
ittheir military establishments, faster than we are, perhaps, if you 
am believe their economic statistics, which are sometimes pretty 
wid, But being a dictatorial state, they can force more of the 
mss national product into the development of heavy industry than 
mean, and leave a lesser amount. for consumers’ income. I am 
imid that since we face that force, we don’t have any choice except 
keep our own guard up at all times, and to be able to combat them 
ifthey use force. 

Senator Witry. In other words, we cannot fall asleep like we did 

tto Pearl Harbor, and be inadequately prepared to meet any chal- 
bg or any problem. Disarmament is a thing we most desire, if it 

d be effectively brought about where nations could keep the faith, 
indif it were possible to live without dynamic evil forces, such as com- 
minism, in the world. But you do not see any chance at present for 
ineffective disarmament agreement; do you? 

Mr. Dean. No, sir, I do not. But I still think that it ought to be 

lored. However, I don’t personally see any chance of any really 

tctive agreement on disarmament which seems to me capable of 
ling carried out, 
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Senator Wizey. And that is based primarily upon the fact thy 
between nations, at least some nations, good faith is not kept, ay 
that there is still the desire for world domination and almost, 
might say, enslavement of people, by the Communists or the Kremfjj 

Mr. Dran. Well, I think the recent events in Hungary have 
clearly shown to those who might have had any doubts, that the Qpy, 
munists have not changed their ideas of world domination jn § 
slightest, and although they may change their tactics, they hyp 
never changed their ideas of worldwide revolution by force, 

I remember at a conference a few years ago, hearing Prime My 
ister Nehru say that he who walks in the jungles unafraid will ney 
be attacked by the tiger; and I couldn’t help wondering how th 
tiger knew that you were unafraid. 

It just seems to me if we do what so many people think we show 
do, and that, as a great moral gesture, renounce all of our own am 
I am very much afraid that you would find the entire world undy 
Communist domination in very short order, if we were not in positig 
to combat them by force. 


NO EFFECTIVE DISARMAMENT WHILE COMMUNISM EXISTS AS A Wor 
FORCE 


Senator Wirry, Then the objective of our hearings primarily isij] 
get the real facts before the people, so they can understand thy 
there can be no effective disarmament if the present facts continu! 

Mr. Dean. I think the hearings—I think you are doing a vey 
wise thing in having these hearings. I think this is something whid 


ought to be explored for American public opinion, and I hope that 
you will have before you here people who will express different poink 
of view from my own. I am sure there are many people who d 
hold different views and who do believe that by moral example weeu 
achieve disarmament. 

I think there are a great many fields in which we can, as I si, 
perform very useful services by exploring them, and I am sure ther 
are fields in which we can work out agreements with the Communisi 
But I don’t myself see any possibility of any worldwide disarmamat 
us long as communism exists as a world force. 

Senator Wier. I am sorry I was a little late and did not hee 
what you said earlier, but I was privileged to read the opening state 
ment of our chairman, and I want to read just a few words and aski 
you agree with this, in what I think is a fine statement. 

The more we ponder this vital question of disarmament, the more it appeat 
that it cannot be divorced from the large and fundamental problems which sprig 
from conflicts of national policies, situations of international tension, and t¥ 
challenges to law and order that so greatly trouble relations among natiom 
today. 

Mr. Dean. Yes, sir, I agree with that. 

Senator Winey. And the balance of that statement is: 

Now, moreover, the problem of regulating armed forces and weapons still evoke 
many unanswered questions regarding the changing technology of modern wil 
and our defense strategy. It might be, too, that the onward rush of internationil 
events, especially within the past year, has produced profound implications { 


the manner in which we handle disarmament negotiations and the way in Wh 
we should approach an international agreement on arms questions. 
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MILITARY RESEARCH MAY FURTHER PEACEFUL USE OF THE ATOM 


Mr. Dean. Yes, sir, I agree with that, and I think that with the 
yppropriations that you have, especially in the field of missiles, aero- 
sgutics, electronics, and nuclear weapons, I think you promote the 
day when you will be able to have peaceful use of the atom. 
re a was a story in the New York Times a week ago, of one of 

the scientists at Berkeley in the University of California, engaged in 
ihe field of basic research, who, purely in a test tube, not even in pilot- 
jant stage yet, may be able to control the heat in the hydrogen bomb. 
Well, there are some terrible problems in connection with it. I 
ynderstood you need certain elements which are not even present on 
the earth or near the earth, they are only present in the cosmos, 
and they evaporate very quickly. Eh? lads 

But nevertheless, I believe that in the course of this military research 
that we can develop the peacetime research, and certainly the recent 
ents in the Middle East have demonstated that you either have got 
to have some alternative method of getting the Middle Eastern oil to 
furope other than through the canal, or else you have got to develo 
me other source of energy, because at the present rate of industria 

wth in Europe, which would mean a greater production of oil if 
ou didn’t have any other means of getting that oil to Europe or no 
substitute form of energy, then Europe would become completely 
dependent upon the Middle East. 


DANGER OF RESTRICTING TRADE WITH COMMUNIST CHINA 


Senator Witey. During the Korean war, the United Nations recom- 
mended an embargo on shipments of strategic materials to Communist 
China. Do you think that was effective, and do you think such an effort 
could be used in other areas against countries which have committed 
aggression, or against nations which have violated an arms-control 

ment? 

Mr. Dean. Well, yes, I think the ban on the shipment of strategic 
materials to China was effective. It raises this question: Rubber 
was a strategic material. It was about the only exportable crop from 
Ceylon. If the people of Ceylon cannot sell their rubber to Com- 
munist China, they will either starve or else we have got to support 
them. The Chinese needed rice from southeast Asia. Food, in some 
respects, is Just as much a strategic material as oil; pharmaceuticals 
are just as much strategic material as oil. 

At the present time, you have got this problem with Japan. We 
don’t want their textiles coming into the United States because they 
undersell our textiles. We don’t want them to sell textiles to Com- 
munist China. Where are they going to sell them? What are we go- 
ing to do with respect to Japan? Are we going to continue to sup- 
port them, or are we going to let them trade? 

You have also got this question, and I express no opinion on it, 
but naturally, to the extent that you say the only place where the 
Communist Chinese can get strategic materials is in the Soviet Union, 
younaturally force them to go there; whereas, if you would allow them 
to trade, then perhaps there is a greater opportunity of splitting them 
apart. That is just a theory advanced by some people. I have no 
opinion on it. I don’t pretend to know. 

87319—57—pt. 112 
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Senator Witey. The President has said, I believe, that he tho 
that the United Nations was the proper place in which to put fog 
our efforts and the efforts of the other nations to see if there coy 
be some accord on reduction of arms, or disarmament, or control g 
armaments. What is your opinion as to that? 


CHANGES IN COMPOSITION OF UNITED NATIONS 


Mr. Dean. Well, I think it certainly should be explored through th 
United Nations, although I think that the United Nations has chang 
a good deal. 

Several years ago, there were some 50 nations in the United 
tions, so that a two-thirds vote was about 33 or 34 votes, and fly 
United States, together with countries in Latin America and th 
countries in the British Commonwealth, could play a very effectiy 
part in the United Nations. 

Today there are 80 nations in the United Nations, 10 of whom ay 
members of the Communist bloc, 26 of whom are members of th 
Asian-African bloc who generally caucus prior to the time that they 
vote, and some of them, even though their individual opinions do ng 
agree with the caucus, abide by the caucus. 

Well, if you add 10 and 26, you get 36 from 80, and it may be thy 
the United States, together with some of the other nations of th 
world, may not be able to have the same force in the United Nation 
in the years to come that it has in the past. I am not making ay 
prediction as to the future, but I simply say that the United Nations 
today is a vastly different organization than it was when it wa 
organized, and I am not at all sure that you could use the United 
Nations as an instrument of policy. 


UNITED NATIONS NOT A PANACEA FOR ALL EVILS 


I think it is a great forum. I think the committees do a gre 
work. I am afraid, however, that the American public has com 
to regard the United Nations as a panacea for everything and that 
without thinking, they believe that any problem, if it is going tok 
referred to the United Nations, is automatically going to be solved, 
And I am afraid that some day they are going to have a very rude 
awakening. 

Senator Humrurey. In other words, what you are saying, Mt 
Dean, is that the U. N. is not an international Univac machine 
which you feed problems and get answers. 

Mr. Dean. Precisely. 

Senator Humrurey. You are so right. 

Senator Wixzy. I suppose that is due to the fact that the variots 
nations and peoples represented have different approaches econom 
cally, politically, religiously, socially, and in practically every way. 
In other words, they do not see things alike; and the other reaso 
is that back through the ages there have been wars, hates, bigotry, 
intolerance, and all the other evils that are found in human natin, 
and that creates really the problem, because they have not been appr 
priately fed with the things of the spirit; is that it ? 

Mr. Dean. Yes; I think that is correct. And T still think that all 
of us pretty much tend to take our own economic interests into col 
sideration when we are deciding on something or we decide how it 
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isgoing to affect us, and the United States being either blessed with 
ygreater quantity of raw materials or greater ability on the part of 
ig peoples, or greater ability on the part of its peoples to use raw 
rials and their own energies, is wealthier than the rest of the 

yorld, and naturally there is considerable envy. ; 

Snator Witry. In other words, the causes of war still exist, and 
yehad better keep our powder dry. 

Mr. DEAN. Correct ; precisely correct. ; 

Senator Wier. That is all, thank you, Mr. Chairman. 

Senator Humrenrey. Thank you. 

Senator Sparkman ? 
Senator Retibiiane: Mr. Dean, I strongly support the United 


ations, and I am sure you do. I think I certainly agree with the 
datement you have just made. Is it not your feeling that, regardless 
ithow strongly we support the United Nations and how much we 

to accomplish through the U. N., there will arise from time to 
ine problems which may be solved between individual nations more 
dectively than if thrown into the United Nations? 


VALUE OF DIRECT PRELIMINARY NEGOTIATION BETWEEN NATIONS 


Mr. Dean. Yes, sir; I think there are a great many matters which 
an be solved under a direct negotiating basis between 1 nation, 2 
mtions, or 3 nations, under direct negotiations, and it is far better to 
indle many of those problems by direct negotiations than it is to 
throw them into the United Nations. 

Senator SparkMAN. And often, perhaps, the individual stages can 
le worked out between the individual nations, and then thrown 
intothe United Nations, let’s say, for confirmation. 

Mr. Dean. I still believe, Senator Sparkman, that the problem of 
the diplomat is to do the best that you know how with what you 
have, and not complain about what you have, and I think at that level, 
img prior to the time that it becomes a great issue, is the real 
Bul diplomacy. I mean I think we ought to continue to use our 
imbassadors, continue to use our negotiations with individual nations 
straighten out these problems prior to the time that they become 
sues. 

Ithink a great many of these problems can be solved with common- 
wise and good nature on both sides, if we don’t allow them to get 
frozen. Then they get thrown into the United Nations, and I am 
igreat admirer of the United Nations, but then you do get into this 
question of blocs, and you get into this question of issues, and you get 
nto this question of whether or not people are going to vote precisely 
accordance with their convictions. Perhaps tomorrow something 
te is going to come up that they want your vote on, or that they are 
Tato get something else through. 

And I am afraid that the United Nations, as I said earlier, is not 
ging to be the cure-all of all of the problems of the world. 

Senator Sparkman. In the present world situation, the assumption 
that we often make is that Russia leads one bloc and the United 
States leads the other bloc; practically, that is correct, is it not? 

Mr. Dean. Well, yes, except for the neutralist bloc. 

Senator SparkmAN. I know. I am talking about, though, as between 
the two broad divisions. 

. Dean. Yes, sir. 
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EXPLORING PROBLEMS WITH SOVIET UNION ADVISABLE 


Senator Sparkman. And is it not only logical to assume, then, thy 
if the United States, leading the free mania we will say, and Rugg 
leading the other world, if those two nations could get togethe 
and negotiate, if they could explore areas of possible agreement, that 
some good might be accomplished ? 

Mr. Dean. Yes, sir, and I think there are a great many areas jy 
which we could accomplish a great deal of good by negotiating with 
the Soviets, because I think they have a good many of the same pmb 
lems that we have, and I think that by exploring the problems with 
them you can arrive at a vast area of agreement with them. 

Senator Sparkman. And your idea is, as you said, to find out why 
those areas are, and then go to work on them? 

Mr. Dean. Yes, sir. 

Senator Sparkman. In the hope that gradually you may broady 
those areas of agreement. 

Mr. Dean. I am a great believer, Senator, in taking up individu 
problems with nations, and then going from these individual prob. 
lems into a larger area; and then, once you get an agreement on that, 
you can go on to something else. 


STEP-BY-STEP AGREEMENT RATHER THAN OVERALL APPROACH 


I am afraid if you tackle this overall disarmament problem, wi- 
versal disarmament for the world, you won’t accomplish anything 

I think you can accomplish it by going from one step to another, 
just as I think that in the Middle East, the Israelis and the Arab m. 
tions could agree on some water boundaries and resettlement of som 
refugees, and they could go to a further development. It isn’t going 
to be done tomorrow or next week. And I think that when anybody 
says you are going to sit down and have an overall settlement of th 
Arab-Israeli dispute, I think they are kidding themselves. 

I do think there are a great many areas in which the Arabs an 
Israelis could work together, and with encouragement would work 
together; and then, with encouragement, I think out of those spe 
cific matters and specific agreements you could get into an overall area 
of agreement. But I think approaching it on the grounds you mus 
have an overall agreement as the first basis means, as a practical mat 
ter, you won’t get anything done. 


EXTENT OF UNITED STATES COMMITMENTS COMPLICATES DEFENSE PROBLEY 


Senator SparkMAN. I agree with you completely. 

A few minutes ago you said we had to maintain our strength; yo 
answered some questions to that effect. In consideration of om 
strength, do you not believe that one element of the yardstick must 
be the extent of our commitments throughout the world? 

Mr. Dean. Well, yes, sir, because at the present time we have, # 
you know, mutual-security treaties with Japan, with the Philippine, 
one with South Korea, and one with Communist China. We at 
members of SEATO, NATO 

Senator SparkMAN. You don’t mean Communist China; you meal 
Nationalist China. 
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Mr. Dean. Excuse me, I mean with Chiang Kai-shek on Formosa. 

Senator SPARKMAN. Yes, sir. There are 45 nations, I believe I saw 
the other day, 45 nations of the world with whom we have a working 
arrangement, some kind of security pact or military commitments. 
Now, as we Increase those commitments, it increases the problem and 
the seriousness of this matter of measuring our strength, does it not? 

Mr. Dean. Well, yes, sir. One of our problems in the Middle 
East is: Where are we going to get bases ¢ I mean if you are going 
to, in the event that the Russians come in there, and we say we are 
going to respond, where are we going to respond, how are we going 
to respond # Where are you going to respond from? Where are you 

ing to base your fleet ? . ft 

The British can’t solve their problems in Cyprus. Well, then the 
last British outpost in the Mediterranean is gone. They have already 
had to give up their bases in Ceylon. Next spring Singapore has 
elections, I believe in May, as to whether they stay in the Com- 
monwealth or become independent. If they become independent, 
maybe the British will have to get out of Singapore, with which we 
now have privileges. 

Some of these pacts, I am sure, stop some immediate problem, but 
there is no question that they add to the sum total of our obligations. 


COMMUNIST LACK OF GOOD FAITH IN KOREAN SETTLEMENT 


Senator SpaRKMAN. I want to ask you a few questions now with 
reference to the Korean settlement. 

Did I understand you to say a while ago that at the time that agree- 
ment was made, we knew that the Communists would not keep their 
promises ? sa 

Mr. Dean. Well, over a period of 2 years of negotiations with 
them, they had broken most of their promises; and when we had more 
or less agreed that we wouldn’t conduct any further major aggression 
or major attacks while the negotiations were going on, on the night 
of the 13th of July they launched a new major aggression which 
lasted for about 10 days. 

In practically every negotiation that we had carried on with them 
with respect to truces or with respect to the removal of prisoners, 
they violated them all. When we thought that they were going to 
have the United Nations team go in and hold elections in the late 
forties, after we had withdrawn, under General Hodges, the Russians 
refused to allow that United Nations team to go in there. 

And all I meant was that, based on our past experience in negotiat- 
ing with the Soviets or with the Communist Chinese or with the Com- 
munists in North Korea, they had kept no pact up to that time. So 
that—— 

Senator Sparkman. And we had no reason to believe that they 
would. 

Mr. Dean. So that we stopped hostilities, we at least accomplished 
that, but it is difficult—I read, when I was in Kor 2a, the entire minutes 
of the armistice negotiations, and it is exceedingly difficult for any- 

y reading those minutes to believe that the Communists were 


carrying on those negotiations in good faith. That is all I meant to 
say. 
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Senator Sparkman. We fully intended all along to keep ours, qj 
we not? 

Mr. Dean. Yes, sir. 

Senator Sparkman. And we did keep them, did we not? 

Mr. Dean. Yes, sir. 

Senator Sparkman. And have kept them up to now. 

Mr. Dean. Yes, sir, we have kept them literally and in the spirit g 
it, all the time. 

‘Senator Sparkman. They are not keeping theirs. Does that j, 
crease the danger ? 

Mr. Dean. Well, it increases the danger to the extent that I belie, 
that they are avoiding the provisions of the armistice agreemes 
about the military buildup, bringing in planes, bringing in new tank 
and bringing in new equpment, bringing in new personnel. Ajj 
at the present time the entire basis for supervision has broken dow, 

Senator Sparkman. At the time that agreement was signed, tl 
Korean armistice, didn’t our Government issue a rather stern warning 
against their moving in other areas / 

Mr. Dean. Yes. 

Senator Sparkman. They did move, did they not in Indochina! 


RUSSIAN AND CHINESE PARTICIPATION IN INDOCHINA’S STRUGGLE 


Mr. Dean. Well, I personally believe that the Chinese Communisk 
moved into Indochina, but I am told by the experts that as a matterg 
legal evidence, that may be difficult to prove. 

I believe that they moved trucks down to the border. They moral 
trucks down to the border or they moved guns or supplies down to th 


border; whether they actually, as Chinese Communists, went into f 


North Vietnam, I understand is somewhat difficult to prove. 

Of course, when I was in Korea, you could see shells manufactured 
in the Skoda work in Czechoslovakia, and you could see airplane 
with Russian markings on them. You could see every evidence thi 
the Russians were there. 

Now, I am told—I used to cross-examine Air Force officers on this 
every night—I am told that they never discovered an actual Russia 
piloting a plane, but there was no question that there were a grett 
many Russian advisers there, and artillery advisers and airplan, 
aeronautical advisers. 

Whether Russian officers or Russian soldiers, as such, actually en 
gaged in combat, I don’t think we were ever able to prove; but then 
we were not back of their lines, and we don’t know what was going m™ 
And it is terribly difficult—a fellow soldier changes his uniform afte 
he is dead, to prove his nationality. But there is no question inm 
mind that one of the reasons they wanted the armistice in Korea wis 
to be able to move into Indochina. 


KOREAN SITUATION EMPHASIZES NEED FOR CAUTION 


Senator SparkMan. Would you say that these experiences point 
the difficulty with which we are confronted, and at the same time wall 
us as to the care and caution with which we must proceed ‘ 

Mr. Dean. Yes,sir. I would say that we ought to explore disarm 
ment every time the Russians or the Communists want to explore t 
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Ithiak we ought to explore it with other nations every time they want 
explore it. I think we ought to study it in all of its phases. But I 
hope we use the utmost caution, and that we never let our own guard 


Senator SparkMAN. I[ agree with you. 

That is all, Mr. Chairman. 

Senator Humpurey. Senator Pastore? _ 

Senator Pasrore. I realize we are getting pretty far afield from 
isrmament, but to paraphrase a question which was just submitted 
jy Senator Sparkman, I think you said at the time we entered into 
fe cease-fire agreement in June of 1953, we never imagined that it 
would last as long as 1957. Then you went on to say that you do 
yt believe that there will ever be a democratic process of unification 
in Korea, and that there is a violation on the part of the North 
Koreans insofar as the agreement entered into in 1953. 

Where does all this take us? 


WHAT SHOULD THE UNITED STATES DO NOW IN KOREA? 


Mr. Dean. Well, we could, which I doubt very few people in the 
{nited States of America would approve, denounce the armistice 
ugeement and resume the war. I am not quite sure what that would 
weomplish. 

Prior to the start of hostilities in Korea, I believe there were around 
$million people. Several million people were killed. A good many 
nillions of ra emigrated from the North tothe South. The various 


wtimates of the people in the North at the present time are from 
}to5 million. According to advices that President Rhee’s Govern- 
nent had given me, they believe that some millions of people loyal 
tothe southern part of Korea have been mass-deported to Communist 
China. 

If we captured the northern part of Korea and went to the Yalu, 
lam not a military man and don’t pretend to be one, but when 1 
msin Korea, I used to discuss the maps a good deal with the generals 
who were there, and they tell me that the best place to defend Korea 
sat the waist, where it narrows in above the 38th parallel, several 
hmdred miles above it, and not at the Yalu River, because in the 
tmperatures there—they often get down to 35°, 40° below zero— 
ind of course in that weather a river is a bridge, not a barrier; and 
that in view of the dispositions of the factories and various other in- 
dustrial resources in Manchuria, that they didn’t believe that the 
Russians or the Communist Chinese would just allow us to stay at 
he Yalu, even assuming we went that far. 

As you know, the Japanese always called Korea the dagger, and 
they always insisted they had to control it because of its position in 
lation to the doniniend of Asia. 

Tam not sure, as I say, that if you resumed the war and got as far 
the Yalu, and united North Korea, that that by any manner of 
means is the end of that particular problem. You may be simply 
precipitating a greater problem. I am afraid if you don’t want to 
wstart the war, that the only thing we can do is to aid the people of 

h Korea by economic development all we can, and continue to 

pressure on the Communists eventually for the unification of 

country. But I personally do not see any immediate problem of 
wlving unification. 
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Senator Pastore. Well, in the face of what the North Koreans havy 
done in bringing in modernized equipment in their area of Korea, 4 
you think it would be a violation of our part of the agreement if 
brought modern equipment into Southern Korea? 

Mr. Dean. Yes, sir, as long as the armistice agreement stands, 
such. 

Senator Pasrorr. Well, isn’t our part of the bargain predicate, 
upon their keeping theirs ¢ 

Mr. Dran. Yes, sir, but you in effect say—there are other proj, 
sions of the armistice agreement which I believe we would not wig 
to see changed, and there were provisions in the armistice agreemey 
for having it amended through the Neutral Nations Supervisory (on, 
mission, but that body, as such, no longer exists because the Cael 
and the Poles were expelled by the South Korean Government, 

Senator Pastore. That is all. 


REEXAMINATION OF KOREAN ARMISTICE AGREEMENT 


Senator Humpurey. It appears that the armistice agreement p 
lating to Korea is one that could stand some examination, at least fo 
historical purposes. It was one, of course, that was not examingl 
very carefully before any committee of Congress, I am sure, becauseg 
the emotions at that particular time. 

Before I turn this over to Senator Symington, I want to get om 
point clear. Did I understand you to say that the Communisy 
wanted an armistice in Korea, or accepted one, in order to be able tok 
free to move into Indochina or against Indochina? 

Mr. Dean. From an examination of the data and from an examim 
tion of the evidence, that is my personal opinion. 

Senator Humpurey. It is your personal opinion ? 

Mr. Dean. Yes, sir. 

Senator Humpurey. Was that a matter of discussion at the tim 
you were in Korea ? 

Mr. Dean. Well, I went to Korea the first time, Senator, the dy 
the armistice was signed. And then I went back in October, and wa 
there until December; and then I went back again in March, and ws 
there until June of 1954. 

Senator Humpurey. Did you ever hear any of our military ob 
cers comment upon this observation that you have made now;] 
mean, did they have any similar thoughts? 

Mr. Dean. While I was there, we used to discuss the Korean situt 
tion almost nightly with the maps and one thing or another. Whe 
I was there the latter part of June 1954 at the time of the Geneva Coe 
ference, when it was going on, and we used to get the reports on whi 
had happened to the French in Dienbienphu and what Ho Chi Mii 
was doing and the type of supplies that Ho Chi Minh was getting fro 
the Chinese Communists, it seems rather logical that they were abl 
to divert a large amount of the military supplies that they otherwis 
would have used in the war in Korea down to the North Burma bord 
and were able to help Ho Chi Minh in North Vietnam in supplyig 
him with a good deal of material. 

It seemed just logical from an examination of what they had dont 
I don’t think there was any question that they were very anxious togt 
the armistice. 
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Senator HumpHrey. Senator Symington? 

Senator Symineton. Mr. Dean, I am very glad to see ae here 
jis morning. I would like to ask you several questions about this 
stuation. When did you first go to Korea? 

Mr. Dean. I left with Secretary Dulles and Henry Cabot Lodge and 
Walter Robertson. I believe it was on either the afternoon of the 
ding of the armistice, July 27, or the following morning. 

Senator SyMinNcTon. You are a law partner of Secretary Dulles; 
yeyou not ? 

Mr. Dean. He resigned as my partner when he was appointed 
nator by Governor Dewey in July 1949. 

Senator Symrneton. And when you worked in Korea, under whose 
gpervision did you work ? 

Mr. Dean. Under the supervision of Secretary of State Dulles and 
Walter Robertson. 

Senator Symincron. You told us that when you made this agree- 
nent with the Communists, that before the agreement was signed 
mufelt that they would not observe it. 

Mr. Dean. Let me be clear. The armistice agreement was nego- 
fated entirely by the Army, by Lt. Gen. William Harrison and 
Admiral Joy. I had nothing to do with the negotiation of the ar- 
nstice. That was signed the day before I got to Korea. 

Senator Symincron. What was the nature of your assignment? 

Mr. Dean. In the armistice agreement there was a recommenda- 
tion by the military commanders on both sides that within 90 days a 
plitieal conference should be called in an endeavor to bring about a 
wification of Korea and the settlement of the prisoners who up to 
thattime had not wanted to be repatriated. 


RESPONSIBILITY FOR DRAFTING ARMISTICE AGREEMENT 


Senator Symincron. Am I correct in feeling that you believe the 
ems of the armistice agreement are the responsibility of the Defense 
lepartment as against the State Department ? 

Mr. Dean. Now, Senator, you are asking me something that took 

pce prior to the time I got into this, but it is my understanding, 
abject to correction, because I had absolutely nothing whatsoever to 
dowith it, that the armistice agreement was very carefully drafted 
people in the Pentagon and by the State Department jointly and 
atsome of the ablest people worked it out. 
Senator Symrneron. I am sure they were very able. I am wonder- 
ig who was responsible for it. Am I correct that you say, also, that, 
tthe time the armistice agreement was agreed to, you felt as soon as 
twas agreed to that the North Korean troops and the Communist 
ig would be operating somewhere else ? 

Mr. Dean. Well, I am not fencing with you, but just so I would 
eelear, I was not consulted at all in any phase of the negotiations of 

armistice agreement and I had nothing to do with the signing of 
hearmistice agreement. 

My first connection with it was when Secretary Dulles asked me if 
Iwould be willing to go to Korea to try to work out this political 
inference. When I got out there and I got the reports from inter- 
newing the members of the Neutral Nations Supervisory Commission 
md the Military Armistice Commission, and got the reports of what 
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the Communists were doing and saw the continued and repeated yigl, 
tions that were reported to the Neutral Nations Supervisory Co - 
sion of what they were doing, it was hard not to draw the ‘conclaall 
that the Communists had not negotiated the terms of the armigte 
agreement in good faith. 

Senator Symrineton. I want to be clear. You felt after you 
there and looked the situation over that the Communists had 
negotiated in good faith ? bi 

Mr. Dean. Yes. 

Senator Symineron. Did you so report to the State Department} 

Mr. Dean. Well, I believe we had many discussions about how» 
also were going to correct these violations of the armistice and hg 
we could strengthen the work of the Neutral Nations Superviggn 
Commission and how we could strengthen the work of the Militay 
Armistice Commission, and while I was there I was often on an jp 
formal basis consulted by the Military Armistice Commission and] 
worked very closely with them. 

Senator Symrneron. As you developed the thought this mori 
what actually happened was, in order to get a peace in Korea we signal 
an agreement which released the Communist troops to operate againg 
us and the free world in other quarters. At the same time we gi 
an agreement which we knew we would not break, and which we kney 
they would break, and therefore in effect we have passed over militay 
superiority, in case they want to move, to the Communists in the lag 
3 years in Korea. Have we not passed it over to the Communisy 
based on your own testimony ? 

Mr. Dean. When you say “that at the time we negotiated we knew! 
let me emphasize that I was not present in the Government. I hal 
nothing to do with it. 

Senator Symrneron. After it was negotiated you looked at th 
situation, and your impression was that what we had done woull 
result in the Communist troops being released to fight against th 
free world in other quarters, and the deterioration of our militan 
position in South Korea as against the North Korean Communist! 
I want to be sure I understand you. 


JUSTIFICATION FOR SIGNING ARMISTICE AGREEMENT 


Mr. Dean. We were only restricted as to what we could or coil 
not do in South Korea. We had very large bases at the time in Japa 
We had very large bases at the time in Okinawa and, subject to cr 
rection, since I am not a military man, I believe it was the thinkiy 
of our military people that we did not want a permanent base i 
South Korea, and we ourselves were not too severely restricted becans 
of what we could do from Japan or what we could do from Okinam 
and we thought the getting of the armistice agreement was a Wi 
thing to do, because at that time NATO had not been organized ail 
we were concerned about the Soviets moving into northwestern Europ, 
and we felt that it was unwise to continue to have that many Amé 
ican troops and naval vessels tied down into what looked like @ 
unproductive war in Korea. 

Deca Syminoron. If I may repeat the question in a little dt 


ferent way, you felt that you could give up any military equalityl 
Korea because of military superiority in other parts of the W 
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plus dangers in other parts of the world of Soviet aggression ; is that 


t? 
ne Dean. Well, that was not my thinking, but post the event that 
jasmy discussion with some of the military men I met in Korea. 

Senator SyMincTon. How did the State Department feel about it 
that time; specifically Mr. Dulles? 

Mr. Dean. 1 don’t know. 

Senator SymiNeron. Did you ever talk to him about it? 

Mr. Dean. Mr. Dulles always told me that he thought that it was 
jighly advisable to get the armistice signed, that he didn’t feel that 
twas profitable to continue the war in Korea, and as I say, I had 
wt finished the trial of the investment bankers’ case in which I had 

in court for 7 years. I promised my wife faithfully I would 

to Nantucket that summer. I was leaving on a Northeast Airlines 

e when the Secretary called me and I broke my promise to my 
wife another time. 


QRRELATION OF THE KOREAN ARMISTICE WITH THE THEORY OF MASSIVA 
RETALIATION 


Senator Syminctron. On July 27, 1953, you signed an armistice in 
Korea and you feel that the general thinking was that you would do 
that because we were strong in other places and therefore we could 
winguish strength in Korean in effect. In January 1954 Mr. Dulles 
ame out with a theory entitled “massive retaliation” that follows 

well along your thought that we had strength in other places 
that we could utilize if we had to and therefore we were willing to 
gveup our military position in Korea. 

Was that the thinking of the military ? 

Mr. Dean. I never discussed the armistice agreement with the mili- 
ury or the State Department people prior to the time the armistice 
mssigned so I can’t tell you what they thought then. 

Senator Symineton. What was the thinking after it was signed and 
wknew they were breaking consistently the terms of the armistice 
iudthey were shipping in modern airplanes and building modern air- 
feddsand we were not shipping in modern airplanes and building mod- 
mairfields? And then we have the theory of massive retaliation less 
tin 6 months after the armistice was signed. 

Can you correlate the thinking along those lines? 


KOREAN SITUATION POINTED TO DANGER OF WORLD WAR III 


Mr. Dean. One of the problems we had there because of the ter- 
the atrocities that the Communists had inflicted upon the people of 

Korea was the problem of dealing with President Rhee who 
ilmays wanted to break the armistice and move north all the time 
Iyas there. 

We all felt that if the armistice were broken and fighting were re- 
amed that there was at least the probability that it might not stop 
ifwe went as far as the Yalu; that we might bring in both the Com- 
mimist Chinese and Communist Soviet Russia. We might be pre- 
apitating world war III. Subject to correction it was the military 
“ll that Korea was not the proper place to fight world war III 
ifithad to be fought. 
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Senator Symineron. The armistice was signed the last part g 
July 1953. In August 1953 President Eisenhower spoke to the gon. 
ernors in Denver, Colo., and to me the most important thing he gj 
in his speech was that he wanted $400 million more for Indochiy 
because he felt that. Indochina should be saved at any cost. It yy 
essential to the security of the free world. 

On the other hand when the armistice was signed, it released {hy 
Communist troops to fight in Indochina, this was not helping to gy, 
Indochina; was it ? 


DETERIORATION OF FRENCH POSITION IN INDOCHINA 


Mr. Dean. I believe that in August 1953, Major General O’Danich 
went to Indochina to make a survey of the French military situatiq 
there and his report was that the aid we were giving to the Fren 
at that time would permit the French to hold. 

I think the situation materially worsened in the fall of 1953 ay 
in the spring of 1954. You may remember that in the spring of 1% 
there was a siege of Dienbienphu. We had, I believe, two airengf 
varriers in the harbor of Hanoi with the idea that perhaps we wey 
going to go to the relief of the French. 

I was out of the Government, at the time, and I don’t pretend 
know what the thinking was, but I believe the thinking was that} 
was unwise to have the United States become involved in a wary 
Indochina because the appraisal was at that time that rightly @ 
wrongly the majority of the people in Indochina were not supporting 
the French. We felt that—when I say “we,” I get it from statements 


in the press that we felt it was unwise at that time to undertakes 
military objective operation in Indochina. 

Senator Symineton. My final question or two with respect to this 
subject of Korea: You have had great experience in the situation aml 
you have been kind enough to come down and talk to us this morning 
and we are all very grateful. 

What would you do about Korea now ? 


ESTABLISHMENT OF AN ECONOMIC ORBIT INCLUDING JAPAN, FORMOSA, AM 
KOREA 


Mr. Dean. I would continue (1) to examine the economic develop 
ment of South Korea. (2) I would try to see if there couldn't bes 
greater interrelation between the economic recovery of Japan andd 
Korea. There are a great many things that the Japanese make thi 
the Koreans could buy and vice versa. Because of the Japanese o0tt 
pation of Korea and the personal torture of President Rhee by th 
Japanese, it is terribly difficult to talk to President Rhee too on thi 
subject but it is quite obvious that that is something that has tok 
done. 

I believe that in order to save the Nationalist Government 
Formosa you should also draw Formosa into that economic orbit. | 
think you can do a great deal of national trading between Japa 
Formosa, and Korea. I think by force of circumstances, by reasontl 
the hatred between President Rhee and the Japanese you sort of hat 
to take Korea as a unit. Economically it ought not to be that wip 
I think we can do a great deal in the economic development there 
I think that perhaps over the years you may be able eventually eithtt 





bit, 
Mr. 
oly 
source 
ment, 
perso. 
matio 
of the 
which 
opini¢ 
basis 
I heli 


[OSA, AND 


develop 
dn’t bes 
n andd 
rake thal 
1eSe Oct 


CONTROL AND REDUCTION OF ARMAMENTS 985 


pconvince the Communist Chinese that they should let North Korea 
wo oF else I believe that perhaps you cannot work out the economic 

ing of the people of South Korea so although they will never 
ie it up Or never give it up from a patriotic standpoint they will 
c to take the status quo. 

Senator SyMINGTON. In other words we should continue to put up 
he money for the economic development of Korea and Formosa at 
ihesame time that we allow the North Korean Communists to increase 
jeir military advantage over South Korea and without protest and 
yithout doing anything about it; is that correct? : é 

Mr. Dean. I would not say that we would not do anything about it. 

Senator Symincton. Then if we should do something about it, 
shat should we do? 


DEVELOPMENT OF UNITED STATES MILITARY BASES 


Mr. Dean. We ought to develop our bases in the Philippines and 

(kinawa and in Japan, assuming we get our agreements with Japan. 
Senator Syminaton. We have done that. We probably have put 
more money into Okinawa than in any other part of the East by our 
Government. We continue to develop the economic situation in South 
Korea and Formosa, and at the same time we let the Communists 
uild modern plane bases and increase their modern jet aircraft in 
North Korea and we do not do anything about it in the U. N. Is 
that right ? 

Mr. Dean. I personally would give very serious consideration—I 
mould explore very carefully as to whether or not we ought to denounce 
those provisions of the armistice agreement. 

Senator Symincton. We have been exploring this morning a little 
bit I want to know your opinion. 

Mr. Dean. It was borne in on me with great realism for the year or 
oI was working in the State Department that there are hundreds of 
wurces of information open to an official of the United States Govern- 
nent, to the military, the CLA, or telegrams from ambassadors that a 
person in private life just does not know of. My sole source of infor- 
mtion today is the newspapers. I am not in government in any sense 
tithe word. There may be dozens of things going on out there of 
which I am completely ignorant. I would hesitate to express an 
inion on that subject. I have a good many friends on a personal 
luis among the military, and we sometimes meet and discuss it, and 
Ibelieve, subject entirely to correction, that we think that what we 
doing in that part of the world is sufficient. 

Senator Symincton. In other words because you are not informed 
mthe subject you would not want to take a personal position this 
horning as a private citizen, is that right? 

Mr. n. That is correct, sir. 

Senator Symineton. Thank you. No further questions, Mr. 

irman. . 

Senator Humpurey. Senator Flanders, we are always happy to 
lave you with us. I want to ask if you have questions you would 
want to place to the witness ? 

senator FLanvers. I appreciate the privilege of questioning the 
miness. I may say that I have been very much interested in the dis- 
assion of the Korean situation, but I would like to return to the sub- 
et of disarmament. 
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INSPECTION THE KEY TO DISARMAMENT 


Senator Humpurey. May I just say, so there will be no migundy. 

standing, that I can think of no subject that is more pertinent to th, 
roblems of disarmament than the armistice agreement relating jj 

oe and the inspection system therein because it is clear to me thy 
the key to the disarmament discussions is the matter of inspection, jf 
the one practical example of inspection is broken down then we 9 
to understand exactly what inspection means. I am very Seriously 
concerned with this. 

Senator Fianpers. I want to say, Mr. Chairman, that I agree wij) 
you completely that inspection is the key to the situation and thati 
the line of the questioning which I had in mind with Mr. Dean, 

I would like to suggest a principle to you, Mr. Dean, and then ag 
what seemed to you to be its Se eleae The principle would be thy 
any element of armament that can be effectively monitored as to pp. 
duction, testing, and use is therefore a proper subject for negotiation 


MONITORING OF INTERCONTINENTAL BALLISTIC MISSILES 


Mr. Dean. Yes, sir; I would agree with that. 

Senator FLanpers. Now, as a practical example of that, I woul 
ask this question. Should we not, therefore, follow up the suggestions 
for ground stations made by the Soviet Government and see whethe 
they are honest and useful to the extent that we could have, an 
they reciprocally could have, ground observation stations equippel 
with radar and other apparatus sufficient to determine whether 
not missiles of the intercontinental ballistic type were being tested 
out and fired off? They reciprocally to have the privilege of moniter: 
ing us on this subject. And if the monitoring could be sufficient, 
would it then be in order to negotiate the discontinuance of our work 
on the intercontinental ballistics missile ? 

I am not saying anything about anything below that. I amm 
saying anything about a tactical use of atomic weapons, which I fed 
to be absolutely necessary for the reasons you gave as to the balang 
in military power between the Soviet Government and ourselva 
I am just raising the question as an example on that particular issu. 

Mr. Dean. Let me divide your question into three parts, if I ma, 


NEGOTIATING WITH SOVIET UNION REGARDING GROUPED INSPECTION 
STATIONS 


I would certainly explore with the Soviets to the nth degree thi 
possibility of having these ground inspection stations, we in ther 
territory and they in ours. I would be very patient about it, and] 
would try to discuss it in its utmost details. I find, in talking to othe 
people who have had long negotiations with the Communists, tht 
they love to try to get you to agree in principle. They hate detail 
They hate any specifications, and in all of their negotiations the 
will do their level best to keep you up on very high general state 
ments, which anyone can interpret either as black or white the net 
day. 

Although I would explore this with them in the utmost good faith 
I am personally very skeptical as to our ability as a practical matte 
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utilize the inspection because I believe there are so many ways in 
sich they can defeat us. 

Senator FLANDERS. Would you allow me to be skeptical also? 

Mr. Dean. Certainly. 

Senator FLANDERS. Thank you. ! 

Mr. Dean. I pointed out before, that there are points of view differ- 
at from my own because I consider it such a fundamental problem. 

Inthis field of guided missiles, with or without the atomic warhead, 
[believe they could be doing a great deal in laboratories, or they could 
doing a great deal in universities, or they could be doing a great 
jal in different laboratories perhaps with different names on them, 
grin their satellites, or oo in Communist China, that as a prac- 
fiegl matter would make it exceedingly difficult to carry out this 
igspection on a workable basis. 

ybe I am wrong on that. Maybe it is worthwhile to go through 
ijthe negotiations with them and to go through all of the practical 

rimentation with them, but I would myself—and I hope you will 
pardon me for my skepticism—I would hate to see us at any time nee 
ogive up research in intercontinental missiles or that_general field 
lecause of Some agreement we think we have with the Soviets. 

That is only my personal opinion. 

Senator Fianvers. I think we are both to an equal degree skeptical, 
but at the same time I do raise the question as to whether we should 
nt see how far we can get toward a practical control. 

Mr. Dean. As to that I agree with you. I would explore that to 
thenth degree. 

Senator Fuanpers. That’s all. Thank you. 

Senator Humrnurey. Thank you very much, Senator Flanders. 

Senator Wiley wanted to ask another question of the witness. 


DEFENSE OF SOUTH KOREA 


Senator Witey. Senator Symington provoked your answer to the 
lect that the defense in South Korea was, I think, from his viewpoint 
imdequate. I have discussed the matter with military men. I want 
toask whether or not this is the answer. You stated also that in the 
agofa third world war, we would not attempt to hold South Korea; 
weouldn’t. But in case of an invasion of South Korea we have 
vapons, in Formosa, in Okinawa, in Japan, and the fleet, and a ver 
tw bombs such as we have now dropped in North Korea would dissi- 
pate the action. 

Have you any judgment on that? 

Mr. Dean. I thin the answer to your question is that we can very 
wily protect South Korea from the other bases and the forces we 
lavein the Pacific as of the present time. 


AIRBASES IN SOUTH KOREA 


let me say this as to the problem that the military faced in South 
: From a military standpoint it is one of the most discouragin 
laritories that I have ever seen. There are literally thousands and 
fthaps tens of thousands of jagged mountain peaks from maybe 
dan feet high, with valleys of maybe an eighth or a quarter 


ofa mile 


tween them. So if you were attacking one of these peaks, 





O88 CONTROL AND REDUCTION OF ARMAMENTS 


and finally succeeded in capturing it, it looks as though there are tex 
of thousands of them just like that immediately in front of you, 

That raised this problem, that in order to have airbases we had tp 
sort of level off these mountains and then you had to build roadgy 
these mountains. Then you have to have trucks carrying food gqj 
gasoline and oil up on each of these mountains. I am not sure if» 
figures are correct, but I believe we had about 10 or 12 men in fh 
service of supply for each 1 man we had in actual combat, 
problems of service—there are very few very broad level stretchy 
that you can use for large airfields. 

At the time that the Korean war was in progress, 1950 throy 
1953, I believe the cruising range of a bomber, the cruising speed " 
bomber was approximately 250 to 275 miles an hour. You have yop 
present jets with speeds of maybe 500 or 600 or perhaps 700 miles» 
hour. At the outbreak of the war we did not feel that we could perm} 
anybody to take and hold South Korea because of their ability % 
attack Japan, but I believe with the cruising range of bombers today 
that you could attack Japan from North Korea, except perhaps ym 
might have to use more of them, about as easily as you could atta 
it from South Korea. That is, you no longer have this problem of ty 
cruising range of being able to come out and go back. 

Again I am not a military man, but we used to discuss these things 
in the evening as to where your bases could best be located and hoy 
many additionally you would want, and so forth, and TI believe the 
felt they could adequately take care of South Korea by the other bags 
they had in the general vicinity. 

I think the answer to your question is “Yes,” Senator Wiley. 


Senator HumpPpnHRrey. Senator Symington, you indicated yOu Wi 
. ‘ you Want 
to respond. 


DANGERS OF KOREAN ARMISTICE NOT PUBLICIZED 


Senator Symrneron. My distinguished friend from Wisconsin stil 
something about mv being interested or being worried about our é 
fenses in Korea. That is not correct. I don’t know enough about or 
defenses in Korea to comment on it one way or the other. My questi 
to you was: 

Did you feel at the time that the armistice was signed, or just afte 
the armistice was signed, that we would live up to our terms of th 
armistice whereas the Communists would not? That is what he 
transpired. They have lived up to nothing, in effect, that they di 


=) 


not want to live up to. We have lived up to everything in accordant 
with our understanding of the agreement. I must say that I doné 
think this information is generally known to the American people 
that we signed an armistice and that we advertised the agreement al 


that at the same time we did not think that the armistice meant aly} 


thing from the standpoint of resulting happenings. 

I believe it is very important, as the chairman of this committt 
has mentioned, that the one time we had this type and charactero 
negotiations and told the American people that we were succtt 
ful, it turned into an abject failure from the standpoint of whit 
ever the agreement was. I was not discussing the defenses of Kort 
Mr. Chairman, I want the record to show that. 

Mr. Dean. May I make one comment in reply to that, Senait 


Symington? 
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NEW PROBLEMS PRESENTED IN KOREAN NEGOTIATIONS 


ig was the first time, of course, that anyone in the United States 
ever had the problem of negotiating an armistice where we had 
won a clean-cut victory. After the Revolution the British with- 
jew. In the Civil War, there was unconditional surrender and the 
South was a part of the United States, so we did not have the problem 
danenemy. In World War I and World War II there was com- 
sto surrender on the part of the Germans. Here there was not a sur- 
wader by the Communist army. ‘There was not a complete annihila- 
‘ion of that army, and we were not negotiating the kind of an armistice 


gehad had before. 
EXPERIMENTAL NATURE OF THE ARMISTICE 


SoI don’t think anybody, even very able people in our military who 

iated it, had any experience in negotiating this kind of an 

istice. In the course of it, in the reading of the minutes, it became 

t that they decided upon this business of setting up this 

Neutral Nations Supervisory Commission, and the inspection, as a 
matter of experiment. 

They thought it might be worth while. They thought on balance we 

ight get as much out of it as they got. It didn’t work out that way. 
But I believe from reading the armistice minutes that the military 
a those provisions believing they were getting something om 

ance. 

You are dealing with people who I don’t think have any regard for 
thetruth. I don’t think they have any regard for their word. I don’t 
think they have any regard for their agreements, and you are there- 
fore confronted with a situation where you are entering into agrer 
nents with people who have no moral standards, as we understand 
them, and whe have no regard for your opinion of them, and there is 
no court, public opinion or legal court, in which you can bring tham 
Theonly thing they understand is force. 

Senator Syminaton. I appreciate your comments about history, and 
Tappreciate the comments of the Senator from Wisconsin about our 
weakness in Korea as against the strength of North Korea. I am only 
uying, as a citizen it was my understanding we were very happy about 
the armistice. Nobody said anything about our living up to it and 
their not living up to it. And I believe it is very important from the 
standpoint of the future to realize what a catastrophe it has been in 
me sense if we are going to say it was important for us to sign the 
amistice, based on the terms it was signed. That was my only point. 

Senator Humpnrey. Before we recess this morning, I want to ask 
the witness 1 or 2 questions and make an observation. 


RECENT CHANGES IN THE U. N. REQUIRE MORE ADEPT 
UNITED STATES DIPLOMACY 


_ Mr. Dean, you pointed out I think something very important for us 

mall of our discussions, namely that the U. N. is different today from 

vhat it was at its inception, and you then went on to describe some of 

the blocs of strength in the U. N. I would say that if I have learned 

anything at all out of the limited experience I have been privileged 
87819—-57—pt. 113 
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to have as a delegate to the U. N. in this General Assembly, jt jg; 
great difference in the U. N. today from what it was let us Say 5 ey 
or 7 years ago or even 2 years ago. The blocs to which you pef 
like the Asian and African bloc, are not necessarily solid blogg, Yo 
understand that. 

Mr. Dean. Yes, sir. 

Senator Humpnurey. For example, on the Hungarian regolj 
Ceylon, Indonesia, and Burma, three very important nations, yo 
us say, with the United States, Western European nations Laty 
American nations, and others. Therefore it appears to me that One of 
the tasks of our diplomacy is to be able to identify ourselves iy 
closely with some of the needs and aspirations of these newer natig: 
and particularly with countries such as I just mentioned, Ceylon gy 
Burma. 

Mr. Dean. I agree with that. 

Senator Humrurey. One other thing I found out was that thp 
was a fear among the Asian and African nations that the Soviet Unig 
and the United States might get together and divide up the wo 

This was brought up a number of times. Therefore, another» 
action of cohesiveness on the part of the so-called Asian-Africg 
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group was to resist the power of both the United States and & = 
U.S.S. R. How deep that is I don’t know. But it was very evider Z 
in conversation. I think you have given us a point here that Iwai) - 
hope every member of the State Department would heed. TheT,¥ 
is different, no longer can we just rely upon the old allegiang "1 
It is going to require much more adept diplomacy and diplome this 
adept in economic, political, and ideological means as well as jug nm 
the power politics which we have possibly relied upon in the past, | 
don’t mean just the United States when I say “we.” I mean otherm 
tions. na G 
I want to underscore again that your description of the Koreang. I 
perience on the armistice agreement is very valuable. I am notgoim} y. 
to get into whether the agreement was good or bad as such. Thishs} gy, 
been discussed at length. But here is the first example of inspect} j, 
at work and under so-called neutrals. We have to be pretty sured} 4, 
what we mean by a neutral. The truth is that a satellite state is new 
neutral. It can’t be, because it is a policed state, a controlled stat 
HOLDING KOREA IN CASE OF A THIRD WORLD WAR | 
The Senator from Wisconsin, Mr. Wiley, indicated that in the aw . 
of a third world war we would not attempt to hold South Korea If 
don’t think that is necessarily the burden of your testimony. hy 
Mr. Dean. No, sir; I did not say that. al 
Senator Humpnrey. What you said was that the military felt tls} 4 
was not the place, if a world war were to come, to try to win thil 
war; isn’t that correct? 
Mr. Dean. Yes; I was addressing myself to the period in 1950t ; 
1953. h 
Senator Humpurey. Yes; I understand. { 


Mr. Dean. At least I didn’t intend to say or put in the mouthsd 
the military anything about what they would do with respect. to Soult 
Korea in the event of world war III. I don’t know anything aboll 
that. 


= 7. - 
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Senator Humpurey. I didn’t want anything to be said here that 
in any way alarm those brave people in South Korea. After 
we do look upon them as valued allies and good friends, and I 
yould gather that because of our commitments to them under a treaty, 
yeare not about ready to let them be overrun. Isn’t that correct? 
Mr, Dean. The first thing I did when I went out there in August 
yas to assist In negotiating that treaty, and subject to our constitu- 
fjonal processes we are obligated to respond in the event they are 









[would like to make it clear I didn’t intend to express any opinion 
ghere we would defend any war in the Far East. I am not a military 
I am not in the Government, I am not even competent to ex- 
an opinion on that point. 
Senator Humeurey. We respect you, sir, for your competence. 
Don't be too modest. 




































5 that Mr. Dean. I have no information from the military as to what they 
oviet Uni yould or would not do in the Far East. I don’t want anybody to 
the worl fink that I am in touch with anybody as to what their means of 
another defense are in the Far East because I am not. 
a Senator Humruney. It would be of help sometime I suppose to 
Les and th fnd out just exactly what our commitments are. I had gathered 
ery evidetit that when we made a treaty with a country to the effect that we would 
rat T wonl gand with them as an ally that that meant Communist aggression 
rhe U.K would be resisted. 
“ae Mr. Dean. I think that is 100 percent correct. Let me just make 
/Cipiomacy thispoint. When the Senate ratified the NATO treaty, they ratified a 
h oe provision that without further act by the Congress the President is 
© past, If the commander in chief and can use military forces to respond to an 
nt over te aggression among the NATO nations without going back to the 
Congress. 
Kona Tthink in each of these bilateral defense treaties, there is a pro- 
BT ysion that, subject to the constitutional limitations in the United 
F This bi States, in the event there is an attack by aggression upon South 
bate Korea, we will respond. What I take that to mean is that the Presi- 
y Sutat dnt would have to make a recommendation to the Congress. 
ite 1s never } 
led state CONSTITUTIONAL RIGHTS OF THE COMMANDER IN CHIEF 
Senator Humrurey. I want to respectfully disagree with that. I 
1th believe the contrary: given the presence of United States personnel, 
Korea? United States materiel, and United States vital interests in South 
a Korea, if the Communists attacked our personnel but the Congress 
J: happened to be out of session, we would not wait around to scoop up 
y felt thi all the Members of Congress in order to let the Communists know 
wis that we are not about ready to let them get away with it. | 
Mr. Dean. Let me make one further point on which I am in 100 
n 19300 om agreement with you. We still have an armistice and we don’t 
ave'a peace treaty so to the extent that we have military forces in 
Korea and there should be a breach of the armistice we, of course, have 
oie the immediate right and would respond. _ 
to South Senator Houmpurey. Right. I am a little disturbed over what I 
ng abot consider to be some of the constitutional precedents which might 





suggest a lack of powers of the Commander in Chief. My question to 
you is: Do ‘you think the United States disarmament proposals should 
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reflect our estimate of the types of war which threaten us mogt{ I 
your answer should be “Yes,” what type of war do you believe ig i 
greatest evident danger at the present time? All-out nuclear yp 
brushfire wars, or political subversion ? 
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POLITICAL SUBVERSION GREATEST DANGER FROM THE U. §, 8, R, 


Mr. Dean. Well, my answer to your first question is “Yeg* 
would say that the thing that is most likely and probable is politig) 
subversion, and that is the most difficult thing to which to reg 
I think you know that the Communists have had a resolution in, 
U. N. for about 5 years defining aggression as practically everythj 
in the dictionary. You couldn’t even run the United States Tan 
tion Service. You could hardly express an opinion that communig 
ought to be ended without that in effect being an aggression, By] 
think one of our biggest problems is going to be whether or not th 
Communists get in and get control and invite the Communists in ay 
whether they get the control of the Ministry of Interior which hy 
charge of the police. 

Senator Humpurey. That is a kind of “war” that is not a ding 
attack. 

Mr. Dean. It is not a direct attack. 

Senator Humpnrey. Not a military attack but a political attag 














SITUATION IN SYRIA TODAY 





Mr. Dean. I think it is the thing that is most likely. I thinkiti} 4 
the thing that is probably going on in Syria today. I 

It is going to be terribly difficult for us to respond because of Syria} s 
being an independent nation. If the party that is in power in Sr t 
decides that this is what they want, and if the Soviet advisers ay} | 
invited in or the Soviet military are invited in, it is going to be excep } | 
tionally difficult for us to do anything about it. 

It is frightening to read the reports of what would happen int ( 
event that a few bombs were dropped on a city like New York ora} | 


city like Washington, how far destructiou could go, and how far rad 
ation would go, and the extent that human or animal life would sr 
vive in that area after dropping such a bomb. I am quite sure wear 
not going to do this of our own initiative—and it is hard for me toh 
lieve that the Russians would do it because if they really want to ove 
throw the world by Communist penetration, I would assume that the 
would want a world with some people and some factories in it andmé 
a barren waste. 

I am not quite sure what they would accomplish by launching a larg 
number of atomic bombs. I may be a thousand percent wrong—tht 
doesn’t seem to me to be the way it is going to come. 


SOVIET PENETRATION EXPEDITED BY THREAT OF MILITARY FORCE 






Senator Humrurey. Would you feel though, Mr. Dean that the 
massive military power of the Soviet Union has a way of underscor 
ing their political penetration? In other words, when the Soviet sap 
something to one of these smaller countries, it not only has its wort 
and its political agents at work, but it also has behind it the ever pret 
ent power of the Soviet military machine. 
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Mr. Dean. No question about that. And I also think that one of 
t dangers would be that in the event that—let’s assume that 
s few satellite countries really got their independence, let us assume 
really got its independence. Then you might have a great 
gnse of frustration in the Kremlin and they might launch some kind 
of a war simply because they did not deem themselves able to cope 
yith continuing to work with these countries who are now satellites 
of theirs. I think in some special respects we are approaching an 
exceedingly dangerous period in our relations with the Kremlin. 
Senator Pasrore. May I ask a question on that point? 
Senator Humpurey. Yes. 


QUESTIONS RAISED BY THE PRESIDENT’S MESSAGE ON THE MIDDLE EAST 


Senator Pastorp. For your impression, that is one of the am- 
biguities in the President’s message recently made that concerns me 
ensiderably. When we drew a line around Quemoy and Matsu we 
yere dealing then with two powers where we knew that Formosans 
for instance would not allow any Communist infiltration either di- 
rectly or indirectly. 

In the President’s proposal he uses the terminology “indirect.” 
You have already said that the way this is usually done you have this 
infiltration that takes over. Once it has taken over how would you 
get the consent of that government to come in and free you with 
American troops? Have you given that any thought? 

Mr. Dean. Prior to the time that they had really taken over so that 
they had the entire Government or a sufficient majority of the Govern- 
ment with them, you would have to get that government while they 
till were free and democratic, 1 suppose, to invite you in. I think 
that is going to be one of the most difficult problems of execution, and 
Ithink that is one of the things that bothers some of the Arab nations 
the most—as to who decides whether or not it is necessary. 

Senator Pasrorr. According to the President’s message, it is the 
Government that decides that, because we can only go in by invita- 
tion, and then beyond that it must be in consonance with the U. N. 
As a practical proposition, have you any expression that you could 
make to indicate how that would work? 

Mr. Dean. No, sir; I have——- 

Senator Pasrore. I don’t think anybody else does. I didn’t mean 
tobeimpertinent. I mean it is a question that really raises a tremen- 
dous enigma in my mind. It sounds good and very glamorous but 
we know that communism first creeps in by indirection. They take 
wer what is important and then after they have taken over, they 
suppress everything else. Once you have the suppression, how are 
you going to get your invitation ? 

Mr. Dean. Yes, sir. You put your finger on certainly what is 
going to be one of the most difficult problems in carrying the program 
intoexecution. 

Senator Humpnrey. Thank you, Senator Pastore. 


INCLUSION OF COMMUNIST CHINA IN AN ARMS-CONTROL AGREEMENT 


Mr. Dean, would it be possible for the Soviet Union and the United 
States to enter into any arms-control agreement in the Far East, which 
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we are talking about particularly now, or anyplace else that dig 
include Communist China? = 

Mr. Dean. Well, I have been working this past winter with 4 op; 
experts on Communist China. There is a wide division amon the 
as to whether Mao Tse-tung is completely independent of Soviet Ris, 
or whether or not he is in complete harmony with them. I donty 
how it would be possible or realistic to enter into any workable » 
rangement with Soviet Russia that did not include Communist (} 

Senator Humrurey. I have been concerned about this matter gy 
I pointed this up to the Secretary of State some time ago and( 
Secretary stated before this subcommittee that sooner or latert 
not necessarily at the inception of an international agreement on jp. 
spection or arms control with inspection, it would be necessary thy 
the system include Communist China. 

I think the American public and all too many American offieigh 
are trying to ignore this very nasty difficult question. How will yy 
have an effective aerial inspection system if half the land mass of Ag 
is not under it? 

Mr. Dean. And 600 million people. 

Senator Humpurey. And 600 million people. How are you realy 
going to have any effective reduction of armaments and military pe. 
sonnel when six hundred and some million people are excluded frog 
any kind of international agreement ? 

Mr. Dean. I don’t think you could. 

Senator Humpnrey. My question to you then is: Is it possiblet) 
negotiate any kind of an effective disarmament program just betwen 
the United States and the U. S. S. R. and, let us say, the nations 
Eastern and Western Europe? 

Mr. Dean. Well, in order to have your agreement, a workable agne 
ment, I would not think that you could leave out as large an areas 
Communist China with 600 million people, where there is as closes 
working relationship as there is between Soviet Russia and Commun 
China, whatever its precise implications may be. 

Senator Humpnrey. It is just at this point, may I say, where every. 
body starts to duck, and everybody starts to run for the mountains ant 
the caves. Because then the question becomes, How do you negotiate 
with them ? 

Mr. Dean. How do you negotiate with them and have them livew 
to that? 

Senator Humpurey. How do you negotiate with them if you dort 
even know that they are here? 

Mr. Dean. Well, we researched that question for a long time pric 
to the time that I went to Korea, that merely by getting together aml 
meeting with them at Panmunjom whether really in diplomatic cirdé 
we were giving them some kind of a practical recognition, and ¥ 
found that we were not. I might say that one of the things Idi 
when I went into the tent in Panmunjom—they had Communist flag 
on the tent, and I refused to go into the tent until the Communist flag 
and all Communist insignias were removed. After a long argumett 
they agreed with it. 

enator Humrnrey. The fact is you did meet with some Communist 
leaders ? 
Mr, Dean. Yes, sir. 
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RED CHINA’S MEMBERSHIP IN THE U. N. 


ator Humpurey. I feel like 99 percent of the American people; 


it for Red China being in the U. N. I abhor their way of life. 


L tamnot for giving them ome recognition. But I think we have 


to face up to this thing; otherwise all this discussion of disarmament 
icq mere exercise 1N political gymnastics. When a major power of 
gxhundred-some million people is somehow or other ignored, and you 
wre talking about disarmament and peace, you are just deluding 
urself, because is it not true that the Soviet Union could shift vast 
quantities of weapons into Red China! 

Mr. Dean. No question about it. ; ; 

Senator Humrnrey. Is it not true the Soviet Union is doing it? 
Mr. Dean. From all the reports we get the answer to that is “yes.” 
Senator Humrnrey. Is it not true we had a war, or a police action, 
all it what you will, that involved Red Communist Chinese ? 

Mr. Dean. Certainly. 

Senator Humpnrey. So they are here, aren’t they ? 


“RECOGNITION” OF RED CHINA 


Mr. Dean. The land mass exists. The people exist. We have to 
ize them from the standpoint of certain health measures—terri- 
torial water measures, fisheries, radio wavelengths, and various things 
like that, and I am afraid that when I use the word “recognize,” I 
mean we have to recognize their physical existence and I think even- 
Tr will point up—whatever you may think about it—it points 
u the extreme difficulty of not having a de jure recognition of a 
entry which has been in existence for now over 10 years, with as 
large a Jand mass and with as large a people, and which, at least as 
far a8 one can see into next week, are apparently going to be here for 
some time. 

There are probably going to be serious famines in Red China this 
winter, and they will undoubtedly have serious difficulties, but I don’t 
sxe how you can ignore their physical existence, 

Senator Humrrrey. I am only bringing this up because I think it is 
not an exemplification of much political maturity or integrity on 
matters of diplomacy and grave international policy to avoid facing 
up to the tough problems. 

We have a special assistant to the President in charge of disarma- 
ment, But to discuss it vis-a-vis only the United States and the 
U.S. S. R. appears to me to ignore one of the largest military estab- 
lishments in the world—I would say one that is maybe as dangerous 
is Or more dangerous than any other, particularly in the area of the 
world that it could well dominate by sheer military force. 

Mr. Dean. That was the problem which the military always put to 
me, We were supplying from 11,000 to 12,000 miles away, and they 
were ee on the so-called inner-circle principle. It makes it 
very difficult. 


LIMITED POWER OF THE PRESIDENT’S SPECIAL ASSISTANT 


Senator Humpnrey. I ask this question: Do you think that the 
President’s Special Assistant for Disarmament, this relates to Mr. 
Stassen, should have the authority and the responsibility to negotiate 
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on all types of questions which are relevant to disarmament, or 4 
you think he should be limited to negotiating only on technical matter, 
which apply solely to the Soviet Union and the other nations on gy 
U. N. Disarmament Subcommittee ? 

Mr. Dean. I haven’t made any study of that subject at all, Senaty 
I really don’t know what the answer to that is. 

Senator Humpurey. I asked the question—and I might just ag yj 
raise it publicly, because I am hopeful that one of Mr. Stassen’s repp. 
sentatives is here; because there has been some evidence that has con, 
to the chairman of this subcommittee that Mr. Stassen has-no authori 
to negotiate on such problems as zonal arms limitations in centy) 
Europe, but only on those items which would go into effect, betwey 
the United States and the Soviet Union. 

I am not unaware that the problems between the United States ay 
the U.S. S. R. are of primary importance, but it also appears at ting 
that there may be some other problems which are directly relate 
which could complicate any agreement you might arrive at with thy 
U.S.S. R. 

In fact, I think we ought to face up to this. Is it not true that th 
U. S. S. R. on occasion tries to give the appearance of fulfilling ig 
agreements only to have its bad boys, its partners, be the fly in th 
ointment! 

Mr. Dean. There is no question about that. That was your bigges 
problem in the U. N.; that the U. N. voted that Communist China wy 
an aggressor. Here you had the Soviet Union putting up the money, 
supplying the guns and the ammunition, and supplying the adviser 
and they were not voted an aggressor. 

Senator Humpnrey. Well, Mr. Dean, there are so many questions] 
would have liked to ask you, but the time has run out. May I thank 
you personally for your willingness to talk to us frankly, and for th 
observations which you have brought to our attention? They har 
been very helpful, sir. 

Mr. Dean. Thank you, sir. 

Senator Humenurey. We will reconvene at 2:30 and I make its 
matter of record that we will lead off with questions from Senate 
Flanders. 

(Whereupon at 12:15 p. m. a recess was taken until 2:30 p, md 
the same day.) 

AFTERNOON SESSION 


(Present, in addition to those present at the morning session, wer 
Senators Hickenlooper and Bricker. ) 

Senator Humpnrey. Mr. Kennan, will you come forward, pleas! 
I will make a brief introductory statement, Mr. Kennan. 

Our next witness, Mr. George Kennan, is so well known as a forme 
United States diplomatic representative, as an author and a lecturera 
American foreign policy and the Soviet Union, that he requires littl 
or no introduction. 

Mr. Kennan is one of those unusual people who has made a brillial 
mark in the realm of both thought and action. After years in the 
diplomatic service, during which he served as head of the polit 
planning staff in the Department of State, and then later as Al 
bassador to the Soviet Union, Mr. Kennan has now withdrawn totht 
intellectual life at the Institute for Advanced Study at Princeton. 
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“withdrawn,” however, is hardly the correct word, for although 
his many books and articles have demonstrated his capabilities as a 
gholarly historian and philosopher, their deep insights and stimu- 
lating content have brought his name and his ideas right into the 
center of discussions of present-day foreign-policy problems. 

Speaking for the committee, we are very gratified that he can be 
with us today to give us his views on problems of disarmament as those 
roblems relate to the total foreign policy of the United States. 

[said earlier, Senator Wiley—you had to leave just before we con- 
duded this morning—that Senator Flanders wanted to interrogate 
Mr, Kennan. After Mr. Kennan has made his statement, or his intro- 
ductory statement, I am going to turn the witness over to Senator 
Flanders first, because he has to leave us. 


Go ahead, Mr. Kennan. 


STATEMENT OF GEORGE F. KENNAN, FORMER HEAD, POLICY 
PLANNING STAFF, DEPARTMENT OF STATE, AND FORMER 
UNITED STATES AMBASSADOR TO THE SOVIET UNION 


Mr. Kennan. Senator, I have no substantive statement of my own 
tomake by way of introduction, and would prefer to make myself 
immediately available to the distinguished members of the committee 
for their questions. nad 

I would simply like to stress that I am a private citizen ; that during 
the 4 years that have elapsed since I laid down my duties in Govern- 
ment, I have not been following contemporary events, but studying 
things which happened four decades ago. If your questions reveal 
some areas of ignorance that seem surprising to you, I would simply 
ask that this be borne in mind. 

Senator Humenrey. I doubt that that will happen, Mr. Kennan, 
but since you prefer that we start right off with interrogation relating 
tosome of your views, as stated or printed, and questions relating to 
cur inquiry into disarmament problems, I am going to ask Senator 
Flanders if he would like to proceed with any questions he might have. 

Senator Fuanpers. Thank you, Mr. Chairman. 


POSSIBLE RETRACTION OF SOVIET POWER AND ITS RELATION TO DISARMAMENT 


Mr, Kennan, in a recent interview with you published in the Satur- 
day Evening Post, you apparently did apply some of the lessons of 
past history to the present situation. If I read your interview cor- 
rectly, you supported the idea that the continued health and prosperity 
of the Soviet: political structure was very doubtful, and that you did 
not believe it could continue indefinitely to exert the power and have 
the influence that it has had in the past. 

Did I read your comments aright ? 

Mr. Kennan. Yes, sir, I believe you did. 

Senator Fianpers. That raises certain questions in my mind. The 
first question would be this: Can you conceive of any better contribu- 
tion to large-scale disarmament than that which would be offered by 
thecollapse of the Soviet structure ? 

Mr. Kennan. Senator Flanders, I could conceive of no better con- 
tribution to the cause of disarmament than the peaceful retirement of 
the Soviet, forces from Eastern Europe, and the restriction of the in- 





998 CONTROL AND REDUCTION OF ARMAMENTS 


fluence of the Soviet Government to a normal measure in that part g 
the world. 

But I must say this: that if this process to which I have just refer 
were to come by means so violent and so threatening to the in 
security and the prestige of the Soviet Government as to make it req 
questionable for the men in Moscow whether they could take it Withoy: 
themselves resorting to violence, then I think it would not be conduiy 
to the cause of disarmament. 

What I mean by that is this: If means could be found for the 
able and gradual retraction of Soviet power—I am speaking hem gf 
Europe—to levels which would be more tolerable with world stabilj 
then I think that is the best thing that can happen from the standpoint 
of the reduction of armaments throughout the world. 

But if it comes in the way of a flagrant and violent defiance of tly 
present military alliances in Eastern Europe, it is my belief that thy 
Soviet Government will then see itself compelled to take action my 
more violent even than it has recently taken in Hungary, and the may 
sufferers then would be the satellite peoples whose fortunes, I amgup, 
we all have at heart. 


SELF-INTEREST AS A LINE OF APPROACH TO RUSSIAN DEMILITARIZATION 


Senator FLaNpers. What you have just said, Mr. Kennan, seems 
me to fall in with some personal endeavors of mine, without officiy) 
backing and sometimes, I think, without official interest. At th 
interparliamentary conference in Helsinki a year ago last summer] 
had the <  ee Hw to address the conference. I directed my remarks 


particularly to the Soviet delegation, which at the time I felt oughta 
to have been there, but since they were there I was willing to tak 
with them. 

The point I tried to make was this: Addressing through them— 
the extent that there was any communication between them and th 
Russian rulers and the Russian people—my suggestion to the Russia 
people was that the armament—arms and armament and armie- 
were a tremendous burden which prevented their realizing the bet 
they might realize in the way of a higher standard of living; andi 
the rulers of Russia 1 suggested that quite possibly their ultimak 
strength might lie in a great reduction in those expenditures, andi 
concentration on the well-being of their people, rather than on th 
expansion of political and military power. That is, I put it in tem 
of self-interest to the rulers themselves. 

How far that message got, I do not know. I have since repeatedit 
in broadcasts over the Voice of America, notably on Russian Baste 
last spring, and at other times. 

Would you feel that that was the useful line of approach to thi 
problem ? 

Mr. Kennan. I would indeed, sir, and I think it cannot be sail 
to them too often. I hope that the day will come when they will 
the force of those observations, and will act accordingly. 

Senator FLanpers. It would seem as though the ground had be 
to some extent prepared, and that the idea at least exists as to pw 
ceeding in that direction, when we remember that that was the cou 
that Malenkov, when he came in as Premier, after getting rid d 
Beria—the course that he was evidently prepared to pursue. So thil 
the idea is not a brand new one, and there may be some hope that thi! 
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9, will germinate and grow in the minds of the rulers of Russia, 
it would be doubtless preferable for it to come that way than by 


jloody revolution. 


idea 


ROLE OF THE WESTERN POWERS IN CASE OF A SOVIET CRACKUP 


One other question : If there is a possibility of, on the one hand, the 
Sriet system cracking violently or, on the other hand, of its re- 
grientation, what assistance can we render here which does not entail 
the pergnter of millions of hopeless insurgents in the satellite 

8 

Re iernan. I must say that the only way I can see in which the 
yestern countries can appreciably influence this situation in Eastern 
furope today is, first of all, of course, by being extremely cautious 
intheir statements, making plain to the entire world their sympathy 
forthe satellite peoples, but also making it plain to the Soviet govern- 
ment that we are not going to make a war out of this ourselves. Sec- 
odly, it seems to me that we must examine with great care and great 
griousness Whatever possibilities might conceivably exist for getting 
the Soviet forces withdrawn from Eastern Europe. 

Senator FLanprers. Thank you. 

Imay say, Mr. Chairman, that I had thought in times past that I 
iad some deep disagreements with Mr. Kennan. Nothing that has 
happened at this hearing or in recent months has lent any increased 

h to that idea, and I am beginning to believe that he and I are 
thinking more or less alike, and I welcome that thought for myself. 

Senator Witey. Do you think, Mr. Chairman, that the two dis- 
tinguished citizens have arrived at the conclusion that was stated 
centuries ago, “Blessed are the peacemakers”? Was there anything 
ese in your conclusion? How are you going to make the men in the 
Kremlin, Khrushchev and the rest of them, get the peacemaker com- 
plex ? How are you going to do that? 

Mr. Kennan. I think, sir, that you have to try to steer the realities 
of this world in such a way that they begin to exercise a discipline 
mthese men and prove to them that it is in their interest to be more 
moderate in their behavior as statesmen; that is the only suggestion 
Tean make. 

Ido not think you can argue with them on an ideological basis, but 
Ithink that they will recognize realities; and realities have already 
brought considerable modifications into their calculations of what 
they could and could not hope to do. 

Senator Wirey. I think that is a very interesting conclusion. You 
think they have already arrived at a certain point where—let us put 
itdefinitely—you do not think they are ready now or in the foreseeable 
fature to start a third world war? 

Mr. Kennan. It would depend upon the circumstances and the 
provocation, sir. I wouldn’t put it that way. 

What I meant when I made that observation was substantially 
this: That in the first months after they came into power, they thought 
that the entire world was going to go Communist within a relatively 
hort time. Today, I would be very much surprised if any of the men 
mthe Presidium of the Communist Party in Russia believes that 
the world will be Communist within his lifetime or ours. 

Senator Winey. Did you know any of them personally ? 

Mr. Kennan. Yes, sir, I did. 
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MENTAL PROCESSES OF RUSSIAN LEADERS EVALUATED 


Senator Witey. Were you able to evaluate their mental processes) 
For instance, history is full of men who have gone berserk 
started wars. Is there any danger of their doing the same thing! 

Mr. Kernan. I think there is much less danger of their doing j 
than there was with a man like Hitler doing it. My impression g 
them is that they are quite cautious people in that respect. 

Senator Wizy. They recognize only one answer, do they not, an 
that is adequate force? 

Mr. Kennan. Yes, sir. But they have in mind political ag yj 
as military force, and they are very careful not, if they can help it, to 
take power when it is going to bring them responsibilities and gp. 
barrassments more than benefits. For that reason, there are restraints 
on their schemes, and I think it is a mistake to regard them as me 
who are only looking for a moment to launch a military onslaught @ 
the rest of the world. I do not think that is the nature of they 
program. It is an oversimplification of what they have in mind, 

Senator Witey. Well, having in mind, then, that conclusion, hoy 
does any program of disarmament fit into this picture ? 

Mr. Kennan. At the moment, I am afraid that I cannot give youth 


answer to that myself. I don’t think that it does. 

Senator Humpurey. I think it is fair to say that no one is operating 
under the illusion that disarmament is going to take place overnight, 
but we are at least inquiring as to what the problems might be, even 
in the discussions of disarmament, and what the problems are whe 
you talk about such things as inspection, limitation of arms, and 


arms control. It appears to me that it is always well to know as much 
as you can, if not from a direct experience, at least from a theoretical 
and indirect experience, and that is what we are trying to engage ow 
selves in here now. 

I was interested in your observation on power—about the Sovid 
leaders and the use of power. As I gather, you were saying the 
understand power not only to be force, military force, but al» 
political. 

Mr. Kennan. That is right. 


POLITICAL PENETRATION BY THE SOVIET UNION 


Senator Humpurey. All too often, I believe we have never quitt 
understood what this word “totalitarian” really means, and how wel 
they understood it. Are you saying by your comment that it may 
be that the greater danger at the moment from the Soviet and it 
leadership is from the political, the use of political power, includig 
subversion and indoctrination, than actually from military power! 

Mr. Kennan. Yes, sir. So far as the Soviet Union itself is con 
cerned, I think that ever since the end of World War II the danger 
of subversion, the danger of political pentration, has been the rel 
danger ; the one of military attack has been secondary. 

But 1 would like to make one provision there: That does not meal 
that the Soviet Government would not instigate civil wars in other 
neutral countries if it were to its advantage to do so, along the line 
of Korea. 

Senator Humpnrey. Which it has done. 
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Mr. Kennan. Which it has done. 
nator Witey. And is doing. 
Senator Humpurey. And is doing; right. Senator Sparkman? 


ECONOMIC INFILTRATION BY SOVIET UNION 


Senator SparKMAN. When you speak of penetration and political 
power, do you include their economic programs with other countries a 
Mr. Kennan. Yes, sir. I think the Soviet Government, when it 
gdeavors to get influence and power in another country, uses every 
«neeivable facet that is open to it, including the economic. _ 
Senator SparKMAN. Do you consider their use of economic power 
shrewd ? 
. KenNAN. I am sorry, I didn’t get the last words. 

Senator SparKMAN. Do you consider their use, their management, 
jemanner in which they handle their economic efforts to penetrate, 
gwell-handled, well-managed, shrewd ? 

Mr. Kennan. Why, I think recently they have been perhaps better 
managed, but my own impression is that the Soviet Government has 
yever been a very great menace in the world trade sense, They have 
ben overrated in that sense. I can remember way back in the 
twenties a book appearing in this country about the “red trade 
menace.” Well, it didn’t mature. And today, I must say that I am 
wtso alarmed about this as many other people are. 

[almost wish that the Soviet Government would be called upon to 
make good on the many promises or hints that they have given to 
ither people of economic assistance. I should like to see somebody 
eke bear this burden for a while, and I think they would find it very 
dificult, indeed, to meet it. 

Senator SparkMAN. Well, we read in the press frequently of a pro- 

in Afghanistan, one in India, one in Burma, or some other 
place, which the Soviet Union has underwritten. I do not have in 
wind at the present time a single one of them which has been com- 
pleted, but you are not saying here that they are merely making the 
promises, and then not later delivering on them, are you? 

Mr. Kennan. No sir. But I think they have reached about the 
imit of the commitments they can make. 

Senator SparkMaN. Does that include the technicians they send 
into other countries, the skilled help? 

Mr, Kennan. No. I am thinking about actual investment. 
Senator SparKMAN. Money aid. 

Mr. Kennan. Money. 

Senator SrarKkMAN. Is not the sending of skilled personnel and 
ehnicians a real part of that program, also? 

Mr. Kennan. Yes, sir; it is. 


DESIRABLE METHODS OF NEGOTIATING WITH THE KREMLIN 


Senator Sparkman. Mr. Kennan, I was interested in what you said 
ifew minutes ago about the practical side of the men who direct the 
itstinies of the Kremlin, and you said they had already shown some 
* of being willing to make changes, adjust matters, and so forth. 

ou may have commented on this in your answer to questions from 
Smator Flanders, I do not know. I will not ask you to repeat if you 
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did. But in the recent communications from Bulganin, particulayy 
the one of November 17th, did you think there was any hope in thy 
of the possibility of our having a basis to start negotiating on? 
was the one, I believe, in which he discussed the reduction of man. 
power within this thousand-mile zone, did he not, setting up a neutp| 
zone ? 

Mr. Kennan. I recall that communication only partially, and gp 
a little hesitant to comment on it. I thought there were some intg. 
esting hints in it of things that the Soviet Government might og. 
ceivably be willing to negotiate, but I am bound to say that I dong 
regard public letters between heads of states as a suitable method of 
reaching agreement on any of these problems, and I think that fhp 
Soviet leaders themselves regard such letters as a propaganda devin | 
rather than a serious step in negotiation. 


METHODS OF NEGOTIATION BETWEEN COUNTRIES 


Senator Sparkman. The thing I am interested in is how are yw 
going to get it started, then? You were here this morning; yo 
heard Mr. Dean say that whereas he endorsed the United Nations 
strongly, and procedures through the United Nations, yet he felt then 
were times and occasions when individual countries could carry on 
negotiations advantageously between them. Do you agree with that! 

Mr. Kennan. Yes, sir, very strongly. I agreed with all—— 

Senator SparkMAN. How are you going to start? 

Mr. Kennan. Senator, it depends on what negotiations you ar 
talking about. 

Senator Sparkman. Let us just assume, for instance—I believ, 
again, Mr. Dean this morning said something about—the pan of 
withdrawing the Russian forces, and you and Senator Flanders hare 
just discussed the possibility of withdrawing Soviet forces from East 
ern Germany and from the satellite countries, and so forth, and of 
course the Soviet Union has proposed that the western powers, ora 
least that the United States, withdraw completely from the continent 
of Europe, and there have been such things as limited areas of inspee- 
tion, and so forth. 

In other words, there have been suggestions in which it seemed if 
two reasonable people, wanting to arrive at a decision, sat across the 
table from one another with that as a starting point, they might agne 
on something. How are you going to start operating toward some 
thing like that? 

Mr. Kennan. I would say, Senator, that you would have to stat 
with very careful staff studies here of the question. You would then 
have to talk it over very carefully with our allies and get a prepared, 
agreed position in all matters which affect our allies, too. 

Then you would have to put forward probably a public negonaa 
position. You should not expect that it will be immediately accep 
It may be something that will have to be talked about for years, 
was the Austrian Peace Treaty. But one should also preserve chat: 
nels of communication to other countries, including our adversaries 
here, which are private, and through which one can have a different 
type of discussion than one can have before the cameras and the pres 
correspondents. 
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EISEN HOWER-BULGANIN CORRESPONDENCE 


Senator SparkMAN. Now, I am not sure that I ever saw a complete 

y of President Eisenhower's reply to Bulganin’s last letter, but 
{have the impression that he indicated that some of the suggestions 
wntained in it were worthy of further thought, and that they would 
igconsidered, and so forth. eo 

Senator Humenurey. Atthe U.N. | a 

Senator SPARKMAN. Part of it was in the U. N., and others would 
recive further consideration from this Government. I am not sure, 
ut believe it did. Is that what you have in mind? 

Mr. Kennan. No, sir. It was my understanding that that corre- 

ndence related only to international disarmament. I understood 
our question just now to relate to the question of possible withdrawal 
offorces from central Europe. , 

Senator SPpARKMAN. Yes. That was contained in his letter of 
November 17; was it not? 

Mr. Kennan. In Bulganin’s? 

Senator SPARKMAN. Yes. 

Mr. Kennan. No, sir; my impression is that he mentioned only 
thereduction, possible reduction, of forces in Europe. 

Senator SpaRKMAN. Yes, possible reduction; that is correct. 

Mr, Kennan. And the extension of the open-skies proposal of a 
mone of 480 miles. 

Senator SparKMaN. That is correct. But my thought was, that 
when he made that suggestion why did that not open it up for us to 
make a suggestion back to him ? 

Mr. Kennan. I am not sure, Senator, that it did not open it up 
ous to make a suggestion back to him. But I would like to be 
very sure that we understand exactly about what the proposal might 
i, And for this reason I am afraid I have to go a bit further here, 
iflmay, and make something plain in my own thinking. 

Senator Humpurey. Go right ahead. 


DSARMAMENT CONTINGENT ON DISENGAGEMENT OF TROOPS IN CENTRAL 
EUROPE 


Mr. Kennan. I have never felt that there was any great possibility 
dfarriving at any multilateral agreement for the reduction of arma- 
nents, of conventional armaments, so long as you had American 
ind Soviet forces face to face in the middle of Germany. 

[believe that that problem has to be tackled first, and that only 
when some solution has been found to that can you expect a mutual 
Muction of the size of armed forces; and even then I am not sure 
that it can come by agreement. I think it might just come by 
imlateral action on both sides. " 

Tam still not sure that you could get an agreement. 

Senator Sparkman. By two unilateral actions taken simultane- 
ously; is that right? 

Mr. Kennan. Yes, sir. 

Senator Sparkman. Well, that is really what I had in mind when 
Iwas talking about the possibility of, what do you call it, a dis- 


ee 
Mr. Kennan. A disengagement. 
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Senator Sparkman. Or a gradual pulling the forces away from oy 
another. I am wondering how it would ever be possibild to stay 
negotiation. You are not going to do that through the Unity 
Nations. 

Mr. Kennan. No, sir; certainly not. 

Senator Sparkman. You are not going to do it among a group of 
nations, but two nations. 

Mr. Kennan. As I say, it would first have to be discussed, 

Senator Sparkman. Of course, with full consultation and full 
derstanding with our allies. 

Mr. Kennan. With our allies, If we could agree on a position, 
a Western position, which we felt was sound, the dangers of whig 
would be no greater than the dangers of doing nothing, then I think 
we should put it forward, and maintain it, and avail ourselves of gj 
opportunities to get agreement for it, both those of open negotiatio 
and those of private diplomatic discussion. 


POLITICAL SETTLEMENTS AS A PRELUDE TO DISARMAMENT 


Senator Sparkman. Have you seen the report No. 5 of this sy 
committee, in which that question was discussed # 

Mr. Kennan. I have seen part of it, sir. 

Senator Sparkman. I hope before you leave you will get a copy of 
it, and read it. 

Mr. Kennan. Yes. 

Senator Sparkman. Thank you, Mr. Chairman. 

Senator Humpurey. Mr. Kennan, before I turn you over tom 
colleagues again, as I understand it you have been one who believed 
and still do believe, that some of the political difficulties and anxietig 
have to be alleviated before you are really going to get any fund 
mental development in the field of disarmament. Is that correct! 

Mr. Kennan. That is correct, Senator. 

Senator Humrenrey. Would this negate the possibility of any toke 
disarmament, any limited disarmament, in certain types of weapons, 
in certain areas, until you can get some basic political settlements! 

Mr. Kennan. I do not think it would necessarily wholly negate it 
but I would say this: that it would probably be coincidental if yo 
got such disarmament in present circumstances. 

By that I mean, that if both sides had reasons, let us say—thiss 
purely a hypothesis—for reducing ground forces, independently di 
the negotiations, you might get an agreement on a token reduction 
of ground forces. But so long as this situation continues to exist, Id 
not think you will get any substantive agreement on the reduction df 
conventional armaments. 

Senator Humpnrey. In light of that statement, do you believe thit 
attempts to negotiate agreements on the control and reduction of arm 
aments over the past decade have taken adequately into account th 
political problems which underlie the world tensions? 

Mr. Kennan. No, Senator; I do not feel that they have taken it fully 
into account. In saying that, I would not wish to imply any disté 
spect whatsoever for the efforts which have been made, for the peopl 
who have conducted those efforts. They have been put forward will 
great intelligence and good faith, and have had, I am sure, a very 
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portant educational effect in this country and throughout the world. 
[have never felt that the prospects for them were very bright. 
Senator Humpurry. Well now, do you really believe that it is pos- 
tomake some fundamental adjustments in the underlying politi- 
altensions which would make an attempt to achieve some type of 
vol over armaments feasible ? 
Mr, KENNAN. I think that greater efforts can be made than have 
iva made to tackle the problems of the troops in Europe. 
Senator Humpurey. Allright. Would you like to elucidate a little 
itor develop that a bit ? ; 
the way, that was some of the subject matter in staff study No. 5. 
2 KENNAN. Yes. 
Senator Humenrey. And I had a short preface to that report with 
gne suggestions that were strictly my own, not the committee’s at 


Mr. Kennan. I read that, sir, with great respect. 

Snator Humpurey. And the idea behind the whole thing was to 
get some public thinking on it, as well as some private thinking, to see 
fwecould not explore this. 

May I just digress to say that there is so much timidity in thinking 
foreign policy matters, for fear that somebody may be accused of 
ding something which is not properly considerate of the security of 
he country ; everybody weighs everything they are about to say ten 
times, before they get it out, ‘and by the time they have gotten it out 
there isn’t anything left. 


DILEMMA OF SOVIET UNION IN EASTERN EUROPE 


Mr. Kennan. Well, I might say this on this general subject of a 
pssible European settlement: In my opinion, the Soviet leaders are 
sneere in their belief, whether or not they are right in their belief, that 
ay unilateral withdrawal of their forces from Eastern Europe, any 
mthdrawal that is not balanced by some compensatory action on the 
Western side, would in the present circumstances be detrimental, seri- 
usly detrimental, both to the military security of the Soviet Union 
mitothe internal security of the regime. 

They consider that if any of the Eastern European countries were 
depart from the Warsaw Pact—and it will be remembered that this 
ms the request of the Nagy government—it would almost immedi- 
ily become a member of the Western military bloc. They feel if 
ily of these countries were to depart from the Warsaw Pact they 
wild at once become members of the Western military bloc, which 
ey insist on regarding, I think quite wrongly, as hostile to them- 
eves. For that reason, I think they are going to be very much dis- 
neined to withdraw their forces from Eastern Europe in present 
areumstances. 

On the other hand, if no such major security considerations were 
ivolved, if there were no Atlantic Pact and if United States forces 
werenot in Europe, if the Germans were not a member of the Atlantic 
Pact, and if they didn’t have to fear that in releasing the Eastern 

an peoples to a greater freedom it would merely be consigning 
these peoples to inclusion in the Atlantic Pact group, then I think 
ilete might be a real question whether they would consider it desirable 


87819—57—pt. 11-4 





1006 CONTROL AND REDUCTION OF ARMAMENTS 


and expedient to try to continue to maintain the same sort of militar 
hegemony in Eastern Europe that they have maintained up to thy 
time. 

I would like to emphasize that I do not know what their regetig 
would be. I merely think there is a real question as to what it would 
be in these circumstances. And this being the case, one cannot {qj 
to ask himself what would be the effect on them of some sort of 
Western offer to reduce or to relocate or to withdraw, on a mutugl 
basis, the foreign military contingents in Germany and in Kasten 
Europe. 

This, of course, is not only a question as to whether they woul 
accept such an offer today if it were to be suddenly placed befon 
them; it is also a question of what their attitude and policies wo 
be over a longer space of time if the Western countries were to maip. 
tain such an offer as a standing one. 

All this means, as I see it, that we have here in the West a certajy 
basie policy decision to be made. If we wish to continue to mak 
things as difficult as possible for the Soviet Government in Easten 
Europe—and there is a lot to be said for that, because they are 
blame for their problems there today, and I have no sympathy with 
them in the neunieune they have got—if we wish to continue tol 
them toss unaided on the horns of what I think is a dilemma in whi 
they have involved themselves, then we ought to continue to do why 
we have been doing in recent years, and to make no new proposak 
with regard to Germany or with regard to a general Europey 
settlement. 

If we cling to our present position, I believe that the Soviet leades 
will feel that they have no choice but to cling to theirs, to retain their | 
troops in Eastern Europe and to continue as best they can their tragi 
effort to repress the national feelings of the Hungarians and the Pal 
and the others. 

When I say they will feel they have no choice, I mean no choice fro 
their standpoint, because they will see the alternative to that asad 
astrous collapse of their prestige in that area, and one which is aptt 
carry into the Soviet Union itself. 


TIME PROPITIOUS FOR A REEXAMINATION OF OUR POSITION IN WESTER 
EUROPE 


If, on the other hand, we wish to make it easier for them to with 
draw, then I would know of no other course open to us but to stud 
seriously the various possibilities for some shift in the Western pos 
tion directed toward the eventual reduction or redisposition or with 
drawal of both Soviet and American Forces in Central Europe, ani 
toward the early political unification of Germany, and toward th 
supplementing of the existing alliances by some sort of a genenl 
European security pact. 

Now, this is not a question of any single, specific proposal, although 
it is often discussed that way, I notice, in our public discussion 
There is a wide variety of conceivable combinations here which,i 
my epinion, ought to be studied. I cannot tell you which will beth 
soundest and the safest and the most promising; there is none of them, 
certainly, that is without dangers and disadvantages. 

All of them would require careful consultation with our Allies, ani 
respect for our Allies’ opinions. But I do find it hard to believe thi! 
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sisbeyond the ingenuity of statesmen and planners to work out West- 

itions Which would accomplish what I have in mind, which is 

io put us in the forward position and put the Soviet Government on 

ih defensive if it insists on keeping Europe divided, and which would 

igvolve, as I have said before, dangers no greater than the dangers of 
ing nothing, which I think are considerable. _ 

nator HumPurer. So what you are indicating to us is that the 
timemay be propitious for a reexamination of our position in Western 
furope, with the objective in mind of seeing whether or not some 
gerity system cannot be devised which would, on the one hand, per- 
nita relaxation of Soviet control over Eastern European countries 
ad peoples and, on the other hand, not leave our present Allies at 
the mercy of Soviet power; is that correct ? , 

Mr. Kennan. That is absolutely correct. I think such a reexam- 
ution should be made. There have been great changes which have 
ame over the European situation within the last one or two years. 
[think they ought to be taken very carefully into account, these things 
which have occurred, especially recently, in the satellite area. 

[notice, for example, that Gomulka has repeatedly made statements 
ghich would indicate that he considers the presence of the American 
forces in Germany to be the main reason for the stationing of Soviet 
frees in Poland. Presumably if there were any agreement which 
meant the withdrawal of our forces, this would also become a subject 
letween the Poles and the Russians. 


POSITION OF GERMAN LEADERS ON UNIFICATION 


Senator Humpnrey. I have been somewhat concerned as to what 
might develop in Germany if there were to be a change of government. 
Don't misunderstand me as to what I mean by that. I mean a change 
fgovernment through free elections. 

. Ollenhauer, the leader of the Social Democrats, is going to be 

here in America around the 15th of February. I understand he is 

nding 4 or 5 days in our country, and proceeding on to Ottawa, 
Sends 

The Social Democrats compose the largest party outside of the 
Christian Democrats in Germany. It has been gaining strength in 
sme elections. The party is committed to a process of reunification 
fGermany and has been rather hostile, at least in public pronounce- 
ments, toward some aspects of American foreign policy in Germany 
and Europe in general. 

Do you think there is a possibility that if a change should take place 
inGermany, that the German Government might want to go on its 
own, toward a program of reunification, making its own arrangements 
with the Soviet ? 

Mr, Kennan. No, Senator, I do not think that a new German Gov- 
tmment would do that. But I think that its position on the entire 
uestion of unification and of the stationing of foreign troops in 

many might be somewhat different from the position of the West 
man Government today. 

I would have, from what I know of them, great confidence in the 
present: leaders, the Social Democratic leaders in Germany to follow 
# policy no less loyal toward the Western alliance than that of the 
present Chancellor. 
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Senator Humpurey. But a difference in emphasis. 
Mr. Kennan. A difference in emphasis. 
Senator Humpnrey. In terms of American forces in German ur. B 
possibly. Se 
Mr. Kennan. That is right. 
Senator Humpnrey. Senator Wiley, do you wish to ask some ques 
tions here ? 
Senator Witey. Yes, a few. 
What have you seen in recent history to indicate that you could 
any faith in anything the leaders of the Kremlin would agree to 


SELF-INTEREST DETERMINING FACTOR IN RUSSIANS KEEPING AGREEMEN} 


Mr. Kennan. They have their own interests, and I do not thigh 
that they practice deceit just for the sake of practicing it. If yy 
make an agreement with them which is in their interests, as they gy 
it, and then see to it that it remains in their interest to observe it, it wij 
sometimes be observed. That is possible. 

In other words, I believe in the possibility of useful agreemeys 
between people who are political adversaries and enemies, if you yi 
They have to be entered into, of course, with tremendous caution, agj 
in my opinion they have to embrace within themselves the sanetigy 
which compel their observance. 

I would not recommend concluding any agreement with the Soy 
Government which left us dependent on their good faith for th 
observance of it. However, it is possible sometimes to make agng 
ments which are so arranged that, if one side does not observe them, 
there are things the other side can do which will be embarrassing agai 
for the first party. I think that is the sound type of agreement i 
make with the Russians. 

Senator Wirey. Would not the neutralization of Germany—thi 
is what I understand, substantially, is what you are suggesting 
we might try—and its consequent withdrawal from NATO, woul 
that not be a pretty serious step toward weakening the defense d 
Western Europe; yes, the Western World ? 

Mr. Kennan. Senator, the military planners would have to tl 
you, I couldn’t, what would be the equivalent value of getting Sovid 
forces several hundred miles withdrawn from their present position 
in the heart of Europe. It is a question of balancing one thingd 
against another. Iam not sure that we have always given full weigit 
to that consideration. 

There is also the fact that the present German situation, the preset 
situation in Germany, is an artificial one, which always embracé 
within it, in my opinion, very considerable dangers. The situation 
of the city of Berlin, in particular, is a constant potential danger 
world peace. 

Senator Humrnrey. You mean the division there ? 

Mr. Kennan. Yes. 

Senator Humpurey. And the inability of access whenever the cot 
ridor can be closed. 

Mr. Kennan. That is correct. 

Senator Witry. You were in Russia as our representative. Wht 
you were there, was the philosophy of the Kremlin that they wered 
the march to take over the world apparent ? 
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RECENT DECLINE IN COMMUNIST STRENGTH 


Germany, yr. Kennan. Senator, there are many things they would like to do, 
u¢ like the rest of us, which they never expect that fortune will permit 
todo within their lifetime. Unquestionably they would welcome 
,dommunist world in which everyone took their political lead and 

jdtheir bidding. oe 
Jn my opinion, today they have no expectation of achieving that 
athe Western World within their own lifetime. They have certainly 
that all through the Western countries there has been a very 
imificant decline of Communist strength since the recent war, and 
understand perfectly well that in almost all of the Western coun- 
eg, the Communists are extremely unpopular, suspected, distrusted, 
gihated. I think they take those things into account, and I do not 

JF tink that they expect to achieve our conquest during this time. 


MOTIVES OF COMMUNISTS MOSTLY DEFENSIVE NOW 


[think they still have hopes with regard to certain portions of 
ia, but that would be about all. I think their principal motives 
mdefensive. I think what they have most in mind is to protect the 
ermal integrity of their own rule within Russia; that is the thing 
are thinking about. 

tor Wiuy. Well, you cannot look at the map of Eurasia and 
w that tremendous territory which it has occupied, and then look at 
(hina, and then see what it is doing in the Middle East, and see what 

med down in Africa, without feeling that it is a dynamic evil 
fore, We cannot let blind spots occur or put blinders on our eyes if 
ey start to use milk and honey words again, like Iceland did. After 
that happened recently in Hungary, Iceland probably changed its 
ninda little but it shows again the tactics of the Kremlin. 

Is there anything to indicate that we could, with any degree of 
@ainty, rely on anything they would do, when you think of history 
iif and how this Government has been treated and the treaties 
thich have been broken, the promises which were made and have not 
in kept? Is there anything to indicate that we could now afford 
ame somplncent and assume that everything is going to be milk 

oney ¢ 

Mr. Kennan. Definitely not, Senator, and I can only reiterate, these 
jopleare not our friends. They wish us no good in this world. Their 

are not our ethics. And I would not for an instant suggest 
tit we should rely on their good faith in any respect. 
On the other hand, they do have their own interests. It sometimes 
tm their interest to observe an agreement. After all, look at the 
tiation we were just mentioning with regard to Berlin. At any 
ihe Within the past 10 years, their military forces could have taken 
te Western sectors of that city in a day or two. They have not done 
®because it was not in their interest to do this. 
tis occasionally possible to have an agreement with them which 
listo their interest to observe. 

Senator Witry. It has been in their interest, and that is the thing 
Ware talking about now, and will talk about when we consider the 
Prsident’s proposal, for them to get hold of the Middle East oil 
id get that gateway which the Middle East would be to Africa, 
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where the strategic materials of the world really are lodged, and whig 
this Nation is lacking; and if they got hold of the strategic materi, 
and got hold of the Near East, with all its oil—there isn’t any questig 
that is what they are shooting at; do you think? 


SOVIET SEEKS POWER WITHOUT RESPONSIBILITY 


Mr. Kennan. I can only say what I said before: They would} 
to have lots of power without too much responsibility. 

Now, what their exact plans are is another thing, and what thy 
expect to get. Things have gone their way in the Middle Rag, | 
think they are quite satisfied with the recent trend of events they 
They are happy to see the Western powers have difficulties ip j 
Middle East. 

Senator Witey. In your diagnosis of the Russian mind—gqdj 
assume you diagnosed it—did you find what some people have gj 
that theirs to a large extent is the oriental mind, that a decade g 
a century is nothing to them, just so long as they reach their objecting 

Mr. Kennan. I believe that they are very patient and persistent) 
their purposes, but I consider that those purposes are more defensiy 
than is frequently supposed in this country today. I think that the 
have greater difficulties within their own structure of power thy 
many people here assume to be the case. 


MOTIVATION OF THE SOVIET UNION—-OFFENSIVE OR DEFENSIVE? 


Senator Witxy. How can you say that it is simply defensive why 
you think of what happened after World War II? They went inal 
while they made a treaty with Finland, they scuttled it; they tookth 
Baltic States; they are in Poland; they are in East Germany; the 
dominate Czechoslovakia, Bulgaria, Rumania; their influence lx 
reached into and taken over China and the islands of the sea. Hy 
can you say that they are-—— 

Mr. Kennan. Senator, I am glad you asked that because perk 
T have left a misimpression here. People can behave very badly out¢ 
a sense of fear, and they can take territory with a view to the protectia 
of their own power, which I think was probably the main motive wi 
these people. I think what they are most afraid of is other gm 
powers in the Eurasian land mass, ourselves, and the Germans, 

Senator Witry. Of course, you are thoroughly aware of the fi 
that in many of the countries, even in South America, their embas 
staffs are 3 or 4 times as large as ours, and they are penetrating wht 
ever they can, by the use of money or other means, and the same} 
true in Africa and elsewhere. That is not defensive. That isam 
offense. 

Mr. Kennan. Senator, please don’t misunderstand me. Thesem 
are going to do every conceivable thing they can find to do inth 
world to undermine our power, to reduce our influence. We har 
nothing good to expect from them. 

The only question is why they are doing that, what their act 
caleulations are, and whether there is a possibility—this is the ail 
question in my mind—whether there is a possibility of prevenlilf 
another world war by the way we handle our affairs with them. 

Senator Wuxy. But their objective is to get disarmament, 
simply in the weapons of war but in inducing us to lie down 





CONTROL AND REDUCTION OF ARMAMENTS 1011 


become com lacent so that we really are disarmed and they can take 

over} isn’t that it? . 
Mr. Kennan. Well, they would certainly be happy to have us dis- 

arm unilaterally. It would be the last thing I would suggest that 


ought to do. : , 
yar Humeurey. I do not think anybody is really contemplating 


that. ‘ 
Mr. Kennan. No. Pha fi i 
Senator Humrurey. If they are, they are living in a fool’s paradise. 
Senator Symington ? 


SOVIET UNION’S ACTION IN HUNGARY AND THE NEAR EAST 


Senator Symineton. Mr. Kennan, I am sorry, I missed this last 


uy. 
a it, you said that you felt that the Soviets were 
fundamentally defensive in the preservation of their present situation 
inRussia. Would you consider their operation fundamentally defen- 
sive, the one they have in Hungary ? 
Mr. Kennan. Very definitely ; yes. 
Senator Symineron. I just wanted to be sure I understood your 


point. , 

Mr. Kennan. It is my belief —— 

Senator Symineron. Bulganin sent a note which Ambassador 
Dillon said was the chief reason for the French withdrawal from the 
Suez, and presumably had something to do with the British with- 
drawal, in which he threatened rocket warfare on the Middle Eastern 
setup unless the British and the French would get out. 

Do you think that was essentially defensive ? 

Mr. Kennan. I think that was designed to try to get the Western 
powers out of the Middle East. But I think the motive for wanting 
to get the Western powers out of the Middle East is probably a fear 
| forthe security of their own power. 

Senator Symrneron. In other words, I think what you are saying 
is, is it not, that every offensive move they make is basically a defen- 
sive move; is that right ? 

Mr. Kennan. That is really correct, but it rather makes a difference 
in how one understands their psychology. I think these men have 
the characteristic insecurity of people who rule great masses of other 
people by methods other than democratic. 

Senator Symineton. Is it not true that every move Hitler made 
against the world in his day was a defensive move from the stand- 
point of the Nazis? 

Mr. Kennan. No, sir. I think there was a fundamental difference 
between Hitler’s psychology 

Senator Symineron. That is what you think, but he always said it 
wasa defensive move; did he not ? 

Mr. Kennan. Oh, yes. 

Senator Symrneron. In order to preserve his position in the Reich. 

t. Kennan. Oh, yes. Don’t misunderstand me, Senator, I am not 
ora moment attempting to appear as a defender of anything the 
Soviet Union has done, either in the Middle East or Europe; but I 

itis important for us to recognize the motives as they are. 
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Senator Symineron. Let me ask another question. I think y 
will both agree what we are more interested in than anything gy 
in the world is to obtain permanent world peace; is that right? 

Mr. Kennan. Yes, sir. 

Senator Symineron. Do you see any other way you can obtain; 
than through mutually agreed upon foolproof disarmament? 

Mr. Kennan. I would be content if we could get—reasonably op, 
tent, let us say, for the next few years—if we could get appreciahj 
reduction of the tension, alteration of the military postures, wij, 
drawal of forces, and reduction of forces, on both sides. 

Senator Symineron. Well, what you really have said is what I gi 
is it not? I mean reduction of forces through mutually agreed upe 
foolproof disarmament; is that not correct ? 

Mr. Kennan. I am not sure it will come through mutual agreemey 
It will just come about—— 

Senator Symrneron. Did you have any thought of recommendiy 
unilateral disarmament on the part of this country ? 

Mr. Kennan. No, sir. 


NEGOTIATION FROM STRENGTH ON SPECIFIC PROBLEMS 


Senator Symineron. Do you think, based on your knowledge of ty} 
world situation, which I most thoroughly respect, and_ especial) 
your knowledge of Russia—do you think we have a better chang 
of negotiating any possible world peace from a position of relatip 
weakness—I am talking about military weakness—or from a positig 
of relative military strength? Which do you think would gives 
a better chance ? 

Mr. Kennan. Certainly from relative military strength, but Ih 
not. believe that we can negotiate any general settlement with tha 
which will bring about world peace. I believe we can only negotiah 
for the settlement of specific political, territorial problems, whi 
will help here and there. 

Senator Symineron. Now one more small point, because I wa 
to understand the degree to which you respect the statements thi 
come out of these countries based on what Mr. Dean said this morning 
and to the best of my knowledge. All that I know is when they sy 
“hot” it means “cold,” and vice versa. 


WITHDRAWAL OF RUSSIAN TROOPS FROM POLAND 


You said something about Mr. Gomulka in Poland saying tht 
one of the reasons Russian troops were in Poland was that Ameri 
troops were in Germany. Do you believe that ? 

Mr. Kennan. I take with a sense of relativity anything said byt 
Communist statesman. 

Senator Symineton. I just want to know what you think. 

Mr. Kennan. I merely point out this is vitally different from whi 
is said in Moscow, where a different reason is given for the station 
of troops in Poland. 

Senator Symrneron. What I am asking is, Do you believe whi 
he said was true? You quoted it, and I was wondering why jt 
quoted it. Do you believe, for example, if we pulled our troops out 
Western Germany unilaterally, that the Russians would pull the 
troops out of Poland ? 
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Mr. KeNNAN. No, Senator, and I never suggested or meant to sug- 
—if I did, I have given a misimpression—that I would favor 
pulling our troops unilaterally out of Western Germany. _ 

Senator SYMINGTON,. Then, the only reason they said it was a 
pro aganda reason; is that right? 

_KenNAN. Not necessarily. They may have had a mutual plan 
in mind. ' 

Senator SymineGron. In other words, you suggest if unilaterally 
ye took our troops out of Western Germany, they would take their 
oops out of Poland; is that right? 

‘a Kennan. I wouldn’t say that. Pravda cut this statement out 
of their version of Gomulka’s speech, which is an indication to me 
that they did not authorize it. 

[am merely pointing out that if there were to be a mutual with- 
drawal of forces from Germany, according to Gomulka’s situation 
ie would be required to take up with the Soviet Government the ques- 
tion as to whether Soviet troops were to remain in Poland. 


EFFECT ON NATO OF POSSIBLE GERMAN WITHDRAWAL 


Senator Symineron. Let us pursue another aspect of it. Whether 
twas right or whether it was wrong, we have done it, and that is our 
investment in NATO. The least amount of that investment of the 
ghool teachers in Iowa or the farmers in Missouri is $26.3 billion. I 
am told by the highest military authority that there is no chance 
ithaving NA'TO unless you have Germany as part of it; that without 
Germany it doesn’t mean anything, it is just a facade. 

Now, assume we have not run into all the troubles we have got 
with England and France in recent weeks, would you be willing to 
wrap NATO in order to have our troops get out of Western Germany 
md Russian troops out of Poland or Eastern Germany ? 

Mr. Kennan. I am inclined to think that the dangers might be 
lss by not having Germany in NATO, if the Soviets would really 
gt out of Eastern Europe. When we established NATO, the Ger- 
mans were not in it, and it was not intended at that time, as I recall 
it, that they should be. 

Ihave very—I have disturbed feelings about an attempt to per- 

ate the division of Europe, and it seems to me if we say the 
mans are to remain in NATO, we say we are going to hold the 
division of Europe. 

Senator Syminaton. If we get out of Western Germany and the 
Western German industrial complex joins the East German indus- 
ial complex, or whatever it is, do you think that would affect the 
fittre of Europe, from our standpoint, in a plus way or in a negative 


way? 
ir Kennan. I think in a plus way, because I think that the Ger- 
mans, especially the East Germans, have had an opportunity to see 
ithe flesh what communism is, and I do not think they will have any 
nclinations that way when they are reunified. 
nator Symrneron. No further questions, Mr. Chairman. 
Senator Humpnrey. Senator Saltonstall. 
nator Sanronstati. Mr. Chairman. 
Mr. Kennan, I was awfully sorry to miss your testimony, but I 
member a pleasant occasion at Princeton University a few years ago 
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when you spoke, and I read your article in the U. S. News. 
May I ask just about two questions. Perhaps you have said thi 
in your testimony, and if you have, I do not ask you to repeat it, 


SOVIET INSECURITY AND AMERICAN STRENGTH 


Do you think this feeling of insecurity among the Russians whig 
you mentioned is increasing or diminishing ? 

Mr. Kennan. I think it has increased very greatly in the last fey 
months due to the difficulties they have had within their own orhit 

Senator SatronsraLyL. And you said in that article, as I remembe 
it, that this feeling of insecurity was becoming greater because they 
was more education in Russia; am I not right in that? 

Mr. Kennan. The fermentation and the unrest among the yo 
people, the writers, the artists, those who live by their minds, hg 
increased in recent months, certainly. 

Senator Satronstatu. Then as this feeling of insecurity inereagy 
among the Russians themselves and among the people of the satellite, 
it means, does it not, that in this country we have to keep militarily 
strong and economically strong ? 

Mr. Kennan. I think it means that, very definitely, Senator, 

Senator SatronstaLt. And while we want to put all our action 
on the highest moral plane and increase the moral quality of the world 
as a whole, that can only be done from a basis of strength today, 

Mr. Kennan. I think that is certainly true. 

Senator Sautronstaty. Thank you, and I am awfully sorry I didng 
hear you testify. 

Senator Humpurey. Mr. Kennan, just before you leave, I wat 
to ask you some questions, and I am sure that Senator Hickenlooper 
will a little later. 

Senator Hickenoorer. Mr, Chairman, I just arrived at the meeting 
and I did not hear Mr. Kennan’s testimony, so I do not feel that! 
have any questions to ask him at this moment. 


THB PRIORITY OF POLITICAL SETTLEMENTS 


Senator Humpnurey. Mr. Kennan, I understood you to say ie 
believed some of the problems relating to both disarmament and polite 
cal settlements would come piece by piece, or bit by bit; is that corred! 

Mr. Kennan. Yes. The best that I can, I think we ean, hope ff 
would be to achieve agreements on individual areas of our problem 
with the Russians, and hope in that way to improve things. 

Senator Humpurey. Is it possible, therefore, to have a legitimalt 
start on a disarmament item in some specific geographic area or, 
put it another way, in some specific realm of armament? 

Mr. Kennan. I would not think that there was much likelihoodd 
any agreement on a specific realm of armament; and so far #8 
specific geographic area is concerned, I think that a reduction in fort 
might take place as a result of a. political agreement about the area 

I am not sure that the reduction would take place as a result oft 
agreement about disarmament, 

Senator Humenrey. In other words, we are to gather from yor 
testimony, the weight that you place upon the political settlement— 

Mr. Kennan. Very much so. 
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Senator Humrnrey. You feel political settlements have a priority 
efore you can really even move to the questions of disarmament ? 

Mr. Kennan. I do, sir. I believe that the reduction of armaments 
gust await the politica] settlement. R 

Senator Humrnrey. To what extent, Mr. Kennan, should an arms- 
gntrol agreement attempt to distinguish between nations which are 

incipal producers and suppliers of weapons, and nations whose 
ense must rely principally on the ability to purchase arms or to 
jeeive them as grants of military aid? 

Mr. Kennan. Oh, I should think these were two quite different 
problems, and you would have to approach them initially quite sep- 
wily. ; : ' . 

Senator Humpiurey. Would you feel that in your disarmament 
jations you should concentrate your attention upon the major 
ucers of armament? Obviously the major producers, at least in 

nost instances, are the largest users. 

Mr. Kennan. Yes. Senator, it is hard for me to answer that 
ieause of my belief that you should tackle the political problems first. 
Ifthose were tackled, then one might get to these things; but at the 
present time I can see so little possibility of agreement in either one 
awor the other, that it is hard for me to say you should put this first 
orthe other first. 


NATURE OF SOVIET NEGOTIATIONS IN THE U. N. SUBCOMMITTEE 
ON DISARMAMENT 


Senator Humpnurey. Mr. Kennan, you are aware of the fact that 
the terms of reference of the United Nations Subcommittee on Dis- 
imament, which recently held negotiations in London with Mr. 
Sassen representing our Government, do not include reference to 

jation of political questions. Is it your view that this kind of 
Reonion is more or less an exercise without much possibility of 
womplishment ? 

Mr. Kennan. It is indeed, sir. I think that is a futile discussion, 
ad will only be used for propaganda purposes by the Russians. 

Senator Humpurey. I wrote an article in reference to the U. N. 
Sibkeommittee on Disarmament, discussing this very point, and also 
emanner in which its negotiations take place. As you know, the 
Swiet Union on several occasions has broken loose with its proposals 
inthis subcommittee to get the propaganda advantage, even though 
ere is a kind of gentleman’s agreement that it would not be done. 

Iwould appreciate any observations you have, if you have watched 
it subeommittee in its work, particularly procedural. Do you 
have any ? 

Mr. Kennan. I haven’t watched it enough to make any observa- 
tions about it specifically. 

Twould say this: That according to my own observations, the 
Soviet leaders divide all negotiations into those they call demonstra- 
Wenegotiations, those which are for outside effect, and usually with 
‘mew to embarrassing the other fellow rather than to reaching an 
igrement ; and those in which they are seriously interested in reach- 
managreement, Where these negotiations take place semipublicly, 
iidin a body in which they are outvoted or feel themselves outvoted, 

normally regard these as demonstrative negotiations to be 
aplited for a propaganda purpose. 
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THE GERMAN QUESTION 


Senator Humpurey. I was interested in your comments relating ty 
the German question, Mr. Kennan. Are you of the opinion that th 
division of Germany, and all the problems that relate to that divyig; 
is central to this whole political problem in Europe relating to th, 
Soviet Union and ourselves ? 

Mr. Kennan, That is precisely my view, Senator Humphrey, ] 
do not think that your entire European problem can be solved uni 
the division of Germany is in some way removed. 

Senator Humpnurey. Do we not have a very delicate matter here iy 
terms of discussions and in light of our obligations to the Adenayg 
government or the Government of the West German Republic! 

Let me just digress for a moment to tell you of a couple of stat. 
ments I personally made, just as a Senator, relating to the possibility 
of a demilitarized zone and the reunification of Germany. This hys 
evoked a good deal of correspondence from some of my friends jj 
Germany, correspondence that was apprehensive, worried com 
spondence. 

“Are we not somewhat on the spot here in terms of the Germy 
reunification question, speaking in terms of any demilitarized zom 
lest we undermine a very good friend we have had in the West Germy 
Republic, namely, Chancellor Adenauer? 

Mr. Kennan. That is unquestionably true, and we have to take 
very careful account of his feelings and his positions; the same% 
true of our other smaller European allies. I do not think for amp, 
ute that a western position on these questions different from th 
one we have today could be prepared in any short space of tim 

But it is a question which I think we ought to explore in the light 
of most recent happenings, and to explore with great seriousness, tg 
see whether there was nothing that could be done. 

Senator Humpurey. Is it possible for the Soviet Union to agm 
to a reunified Germany in NATO, exclusive of any foreign forees he 
ing in the territory of Germany ? 

Mr. Kennan. I think it might be possible, if the existing alliance 
the NATO Pact and the Warsaw Pact, were to be supplemented 
an overall European security agreement. 

Senator Humenrey. What do you mean by that? 

Mr. Kennan. By some pact which would include all of these com 
tries, the Soviet Government as well as ourselves, and the membersof 
these two alliances. ‘ 

If they were to find some form of obligation, of mutual obligatia, 
of a nonaggression nature, I think it is possible that one might the 
be able to arrange for Germany’s participation in NATO, but thats 
only a possibility. 

This is the sort of component problem which I think would hat 
to be studied very, very carefully by the planners, by people wii 
have more information than I have. 

Senator Humpurey. Are you saying that because of what youl 
lieve to be a fear on the part of the Soviet Union of German milital 
resurgence ¢ : 

Mr. Kennan. I am saying it because I do think the fear thats 
most prominent in the Soviet mind with regard to Germany 3s the 
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jation of Germany’s military potential with our own, and they 
gould have to have some assurances that that would not be used. 


ting to Senator Humrnreyr. In other words, that aggression would not be 
hat: the iglerated by any of the members of a security system ? 

Wisi, f = fr, KeNNAN. That is correct. 

to the Senator Humpnrey. Is that what you are getting at? 


Mr. Kennan. That is correct. if rent 

Senator Humpurey. Otherwise, would the Soviet insist upon a 
demilitarized Germany ? att ie 
Mr. Kennan. I cannot say whether they would insist on a demili- 


here in ried Germany or a semimilitarized Germany, and whether they 
lenauer yould finally agree to Germany within the western alliance. I sim- 
lic! plycannot say. I think it would depend on circumstances. 

df state It would take years to work out such a position, and to negotiate 
oe i, during the time the world position is going to change still further, 


ad it is impossible to say what would be the position of the Soviet 




















ends i Government at any point along the line. 
L corre. 
REGIONAL ARMS LIMITATION IN CENTRAL AND EASTERN EUROPE 
German 
ed zon, f Senator Humpurey. Mr. Kennan, in negotiations at Geneva in 1955, 


the Western powers proposed that a limited system of disarmament be 
«tablished in Central and Eastern Europe under which the levels of 
amed forces would be fixed so as to create a military balance between 
areunited or reunified Germany and a Communist-dominated Eastern 


rami | Europe. ‘The Soviet Union has evidenced some interest in a localized 
rom th } disarmament system in this general area. 

of tims} Now my question is: Have recent developments in Eastern Europe 
the light } now made such a regional arms limitation agreement more or less 


ishess, 0 F desirable as an aim of Western policy ¢ 

Mr. Kennan. Well, I should think an agreement, provided it is 2 
ound one and gives due protection to American and Western interests, 
smade more desirable by these recent events in Eastern Europe, be- 
ause such an agreement ought, it seems to me, to facilitate the with- 


to agree 
‘orces be 


alliance, § drawal of Soviet forces from Eastern Europe, and we can see today 
ented by } ey clearly in the Hungarian situation that it is the presence of these 


forces which is at the heart of the difficulty. This is what the Hungar- 
ims want, to have these forces withdrawn, and I think our policies 
should be so devised as to encourage it, if we can possibly do so without 
due danger to our own interests. 


THE FINALITY OF COMMUNIST DOMINATION IN EASTERN EUROPE 













Senator Humpurey. Mr. Kennan, I believe in your article in the 
U8. News of June 29, 1956, you made some statement like this: 


suld haw} [tatthere is a finality, for better or for worse—that was your eXact 
ople whi ;now I am paraphrasing—about the subjection of the Eastern 


European countries to Communist domination, and the best that could 
oped for in the near future in these countries was a gradual 
wolution toward greater independence and democratic responsibility. 
Doyou think that the recent uprisings in Hungary and the liberali- 
ution movements in Poland have bettered the prospects for a return 
loindependence and democracy in Eastern Europe 
- Kennan. Senator, I think what has happened in Poland has 
ted those prospects. Whether what has happened in Hungary 
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has bettered them, I do not know, and I rather doubt it as to date 

I would regard what has happened in those two countries as a pregig 
illustration of what I meant to say in this sentence. If I recall; 
correctly, I said the best we could hope for in this coming period wy 
the gradual evolution of these Eastern European peoples to a positig 
of greater—or rather, these governments, to a position of greater inj. 
pendence from Moscow, and greater responsiveness to their own publ 
opinion. That seems to me to be the nature of the trend of eventsjp 
Poland. In Hungary, it has gone farther than that, and has had» 
percussions which we all deplore and deeply regret. 

Senator Humpurey. I would imagine you would feel, as I do, thy 
from the point of view of what you would like to see, the great spiny 
and the heroism of the Hungarian people thrilled you. 

Mr. Kennan. It does. 

Senator Humrpurey. But, nevertheless, the extent of their uprising 
is one of the reasons that the terror of the Soviet military machi, 
was leveled on them again? 

Mr. Kennan. Well, they did what I profoundly sympathized wit 
them for doing, and what I admired them for doing, but I think thy 
the Poles were wiser in the way they handled their problem. 

May I make one more observation on the passage you quoted; 
moment ago? The document in question was not an article writ 
for U.S. News & World Report. 


STATEMENT REGARDING GOVERN MENTS 


It was a speech which I delivered in Pittsburgh which th 
magazine published without my knowledge, and without giviy 
me an opportunity to edit. The statement that there is a final 
about, I think it was, these recent events in Eastern Europe, n 
ferred, as would be evident from the sentence before it, to the sit 
tion of the exiled governments, and I had said that although manyd 
these people in the exiled governments were my good friends and I hw 
the deepest sympathy with them, I did not really feel that they call 
hope to go back and restore the situation as it was prior to 1939. [ay 
this because that statement has been taken out of context and useil 
ways that I have regretted. 

May I add one thing more to your previous question—— 

Senator Humpurey. Go right ahead, sir. Please do. 

Mr. Kennan (continuing). About Hungary and Poland. 

My only concern in the things I have said about this is to sett 
freedom of the Eastern European peoples come without a world ® 
and without greater bloodshed and suffering to them. 


DANGER OF WAR FROM UPRISINGS IN SATELLITE COUNTRIES 


Now, I have always felt that there would be two situations in wii 
the danger of war from the Soviet side could become very ailt 
Either if they were doing too well, or if they were doing too badly 

In other words, if Soviet political prospects should become so gt 
that they felt there was little to risk in a war, it might occur. [iy 
the other hand, things should go so badly for them that they show 
feel that their world was crumbling upon them, then I wouldn't vole 
for what they would do, 
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That is why I have worried about events in Eastern Europe which 
ight cause them to feel that way. I would rather see the transition 
come more gradually and without so much bloodshed to the satellite 


es. 
ior Humpurey. It is fair to say, is it not, that an even greater 
r, in terms of the matters that you have mentioned, exists if 
iere were to be an uprising of similar degree in Eastern Germany, 
git was in Hungary ‘ 

Mr. Kennan. Yes. 

Senator Humpurey. Or Poland. 

Mr. Kennan. Then even greater danger would exist. After all, 
the Soviet Government has major armed forces. None of the forces 
ifany of these satellite countries is even to be compared with them. 
Ifthey decide to take ruthless measures against these people, they can 
qeate tremendous carnage and bloodshed and suffering, and I feel 
that it ought to be our policy not to encourage that, and to try to bring 
out the freedom of these Eastern European countries in ways that 
donot involve such loss to their own peoples. 

Senator Humrurey. Would you attribute that recognition to or 
would you attribute Secretary Dulles’ statement at the NATO Council 
meting to this realization that you have alluded to? 

Mr, Kennan. Well, certainly I agreed with that statement insofar 
wlrecall it. I thought it was a very good statement. And I am 
are that it stems from the same sort of thmking that I have just tried 
to describe. 

Senator Humrurey. It was late, but good. 

Mr. Kennan. It was good, Senator. 

Senator Humrnunrey. Now, Mr. Kennan, may I just yield to Sena- 
tor Hickenlooper at this time. 

Senator Hicken Looper. Thank you, Mr, Chairman. 


NECESSITY OF A SUPPLEMENTARY PACT 


Ithought before you got into another phase of questioning, I should 
like to ask a few questions on some of the matters Mr. Kennan has 
mentioned here in the last few minutes. 

With respect to the possibility or the desirability, as you expressed 
a8 I understood the connotation, of some sort of either replacement 
pct or supplementary pact covering both the Warsaw Pact and the 
MATO agreement against aggression, which might be reassuring, 
we not have a pact now against aggression called the United Na- 
tions Charter ? 

Mr. Kennan. Yes, sir. 

Senator Hicken.oorrr. That is pretty positive. 

Now, the question in my mind is: What mechanics could be used 
arrive at a pact which would be more expressive of the determina- 
ton of the nations against aggression or more reliable as to enforce- 
meat? How could you arrive at such a thing as that? 

Mr. Kennan. Well, Senator, I think your question is very well put. 
lave never personally understood very well this “pactomania.” The 

ry of the last 20 or 40 years is full of pacts of all sorts. But 
Mrd opinion seems to demand it, and a great many people feel 
tlieved, at least temporarily, when these things are concluded. 
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Perhaps one could do without the overall security pact, Why 
seems important to me is to get withdrawal of the Soviet forces, if 
possible, from Eastern Europe. I would not attach, personally, , 
great deal of importance to this other. : 

Senator Hicxenroorer. I hope I made clear my question refer 
to another pact which would be a pact on top of a pact, when » 
already have a pact which swears great and solemn obligations toway) 
nonaggression on the part of all countries, and which has not bey 
adhered to by certain countries of the world. 

The query is: How could we get another pact on top of a pact wha 
we have already had these violations of existing declarations? 

Mr. Kennan. Well, I can only say that I am very sympathetic 
the point of view that is implicit in your question, Senator. 

Senator Hicken.oorer. | know we can sign a pact. I do not my 
that, but an enforceable or reliable pact. 


SEVERANCE OF THE SATELLITE STATES AS PART OF A GENERAL EUROPE 
AGREEMENT 


One other question: With respect to your discussion of the dangey 
of Soviet intentions; on the one hand, if they are going to thik 
they have not a very great risk in precipitating a world war becaug 
they are doing so well; or, on the other hand, if they are crumblj 
which would be the other end of that situation, they might get ini 
some military adventures. It would seem to me, at least for th 
purposes of this question, that severance of the satellite states @ 
some of them from the Communist-controlled orbit would be a weak 
ening of the international Communist position rather than a stre 
ening, and might be a contributory move toward that crumbli 
operation. 

In other words, if the satellite states moved away and establisheds 
substantial amount of autonomy and self-determination, and som 
freed themselves from the control of international communism aml 
the Kremlin, that might be a crumbling, and probably would bi 
crumbling, of at least the international Communist-control apparatte 
So that even the establishment of autonomy in those satellite stat 
might contribute to at least the crumbling of part of the philosoply 
which might lead to some disturbance. 

Would you have a comment on that? 

Mr. Kennan. Senator, I think it is a question of how this detach 
ment of the satellite states comes about. If it comes in the natured 
a flagrant and sensational defiance of the military alliance witht 
Soviet Union, I have no doubt that the Soviet Government will usit 
forces to repress it, and if necessary, to fight for the retention of tht 
area, because they are very conscious of the prestige factor thati 
involved. 

On the other hand, I am not sure that it would—I think it mighth 
possible for the satellite peoples to regain a real independence if tit 
came within the framework of a general European settlement in whit 
the Western powers, including ourselves, would also make certal 
concessions. 
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COMMUNIST POLICY FLEXIBLE 


Senator HickeNtoorer. But is it not a pretty fundamental part of 

philosophy of international communism; that is, is not aggression, 
siether it be political, propaganda-wise or otherwise, an essential 
artof international communism? Can they remain static or can they 
hackward and still maintain the control, the philosophy, and the 
jefication and all that of international communism, such as they 
igve had in the last several years, when they have been more or less 
on the expansion ? noe aE 

Mr. Kennan. Senator, it is hard to say. My belief—in the first 
place, that is their problem, and I would be prepared to let them sweat 
vith it. They are quite flexible. They have recognized realities 
ghere they had to recognize them in the past. ‘There have been long 

iods in Which communism has made no appreciable gains. Those 
were in the days of Stalin. How it would be for these men today, it 
sdificult for me to say. 

But today they have a situation in Eastern Europe which is ex- 
(emely awkward and embarrassing and dangerous for them, and I 
im not sure that they would not welcome an opportunity, if they 
quld, to reduce their responsibility in that area, provided it did not 
ame as a great loss of face to them. 

Senator HickeNLoorer. Yes. But I will conclude this with just 
me more question, and I am sorry that it is taking so much time. 

Senator Humenrey. Take all the time you want, Senator Hicken- 


Stor Hickenwoorer. It occurs to me, in spite of the fact that in- 


national communism may meet a reverse at this point or a reverse 
itsome other point, and they may feel it is expedient, at least for the 
noment, to recede somewhat or to change at least the outward at- 
tk they have followed, that fundamentally and inherently in the 
dirine of international communism there is that constant premise 
at expansion is their goal. That is, worldwide communism, the 
mangelism or whatever you want to call it, is a very fundamental 
ing in their philosophy, and that they do not adopt the philosophy 
tatcommunism can or should necessarily confine itself to a restricted 
area. 

They object to that. They believe in communizing the entire world, 
id that is pretty deep seated in their philosophy ; so that a temporary 
back would not necessarily change one of the basic philosophies on 
which their belief is built. 

Mr. Kennan. No, sir. I think as long as certainly this generation 
Communist leaders is alive, we must expect their basic philosophy 
loberoughly what it has been. 

But I thing there is a possibility that they might be willing to do 
wrtain things which were actually in the interests of world peace, 
ieause they would appear to them to be the lesser of two evils; 
id if that is true, we ought to try to develop those possibilities. 

Senator HickeN Looper. Would you say it might be, for them, the 
ker of two evils, and therefore, they might rationalize it to say that 
ithe long run it is better for international communism if they took 
that step ? 

Mr. Kennan. Yes, sir. 

nator HickeNnwoorer. I see. Thank you. 
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RETRACTION IN THE CASES OF FINLAND AND YUGOSLAVIA 


Mr. Kennan. May I just point out there have been such retractions 
and there have been cases where they have found it expedient to show 
a relative moderation in what they have done. Finland is such q 
1 think you mentioned it yourself. They still have not attempted tg 
remedy by force of arms the situation that exists with regard 
Yugoslavia. 

Now, I merely cite those instances to show that there can be Cases 
where they would find it more prudent, let us put it this way, not ty 
attempt, at any rate, to use their armed force to achieve their politic 
objectives. 

Senator HickenLoorer. But the failure to use, or at least the top, 
porary retraction of their position in a particular area, would yg 
necessarily mean they have changed their fundamental policy of gy 
expansionist communism throughout the world. 

Mr. Kennan. No, sir; I do not think that it would. 

Senator HickenLoorer. Thank you, Mr. Chairman. 

Senator Humpnrey. Thank you, Senator Hickenlooper. 

Just to hurry along, Mr. Kennan, I have other points. Are they 
grounds for believing that the leaders of the Soviet Union do . 
nize that the use of new weapons—I am speaking now of the |, 
nuclear or thermonuclear weapons—in an all-out war might result jp 
the annihilation of their own people as well as the people of the reg 
of the world? I might add to that also, Are there any grounds ty 
believe that it is dawning on the leaders of the Kremlin that such, 
war might be their end, too? 


CAUTION A CHARACTERISTIC OF SOVIET LEADERS 


Mr. Kennan. Yes, Senator, I think that the leaders of the Sovi¢ 
Union do recognize this threat of mutual annihilation, and they ax 
quite aware that their fate is also at stake on the question of whether 
we have a war with weapons of mass destruction. 

Senator Humpnrey. This question may seem somewhat remorel 
from this discussion, but I have always thought that maybe after on 
gets to be in the position of a Khrushchev or a Bulganin or any of the 
Deputy Premiers or these Deputy Foreign Ministers, that they gett 
liking that job, and maybe they are not too anxious, despite all o 
their greater religious zeal for their cause, to jeopardize it. Mayle 
the caution becomes somewhat personal as well as ideological. 

Mr. Kennan. Senator, that is exactly the basis of my previous state 
ment, which I fear may have been misunderstood here. I think thew 
men have a great attachment to the offices and the positions they 
occupy, and that their first concern is to protect their position within 
their own orbit, within their own political system. 

Senator Humpnery. Isn’t this possibility true more so of those who 
are not immediately from the revolutionary vine—you know, I meal, 
the second fruit, so to speak, from the revolutionary tree ? 

Mr. Kennan. Very definitely. 

Senator Humpurey. Do you believe it is at all possible that the 
leaders of the Soviet Union, either now or in the foreseeable future 
might come to perceive that there is a mutuality of interest on the 
part of the great nuclear powers to get some kind of control over the 
production as well as the use of weapons of mass destruction! 
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RUSSIANS ABNORMALLY SENSITIVE TO FOREIGN OBSERVATION 


Mr, Kennan. I cannot be very os about that. I think they are 
anare of the danger, but the obstacles that stand in the way of their 
atering into any agreements control that would permit real inspec- 
‘jon, satisfactory inspection, were indicated by Mr. Dean in his testi- 
noy this morning, and I would want to see an extremely detailed 

ent on inspection before I would want to encourage anyone to 
ihink that they would permit adequate inspection within the Soviet 
[nion. >» Ny: 

Senator Humpurey. Is it not true that a genuinely effective inspec- 
tin system, including aerial photography and all of the reconnais- 
ance program included within its scope, would really mean a funda- 
nental reversal of Soviet policy ? 

Mr. Kennan. In my opinion, it would. These people, I think Rus- 
dan statesmen generally, are abnormally sensitive, I think almost 
mthologically sensitive, to any form of foreign observation or espion- 

. Ido not know where that comes from. I am sure it is a deep- 
yated national trait, but to them the prospect of permitting foreigners 
oroam around in their country, look at things at will, and especially 
tofly over it and photograph it, is one that is abhorrent in a sense that 
isalmost deeper than rational thought. 

Senator Humpurey. This is not only characteristic of the Commu- 
nists, this is somewhat characteristic of the political ruling clique of 
Russia, for years past. 

Mr. Kennan. tn my opinion, this has been a reaction you can see 
wer the course of centuries. 

Senator Humpurey. Yes. 

Mr. Kennan, you can go back in Russian history from the days 
of Peter the Great, and this same kind of reluctance for observation 
isone of its characteristics. 

Mr. Kennan. Yes. I am sure it is something that comes from the 
arly Russian experience of being a weak country, convinced that its 
best safety lay in not permitting others to see how weak it was, and 
that has become sort of a reflex action today. 


U. 8 8. R. UNLIKELY TO AGREE TO A WORKABLE SYSTEM OF INSPECTION 


Senator Humpnrey. Your view is, then, there is little possibility of 
the Soviet Union agreeing to a workable system or effective system of 
mspection and enforcement if it is to be a formalized agreement; is 
that correct: ? 

Mr. Kennan. That is my belief, as things stand today. Some day 
there might be changes, there might be a new world situation, there 
might be new people in Russia, but as things stand today, I would 
agree precisely with what you have said. 

nator Humpurey. I have a number of other questions, Mr. Ken- 
nan, but I am afraid that time has more or less run out on us here. 

Iwill ask you the same question that I asked Mr. Dean. Do you 
think the President’s special assistant on disarmament should have 
the authority and the responsibility to negotiate on all types of ques- 
tions Which are relevant to disarmament, or do you think he should be 
limited to negotiating only on strictly technical matters, which would 
apply solely to the Soviet Union and to the other nations an the U. N. 

sarmament Subcommittee ? 
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It isa long question. In other words, should he be able to COVer thy 
field or should he be limited to the technical aspects of the disarm, 
ment question ? 


DESIRABILITY OF HAVING SPECIAL ASSISTANTS QUESTIONED 


Mr. Kennan. Senator, I find it very difficult to answer that 
tion because I am not sure that I approve of the institution of speci 
assistants, outside the State Department, for handling given se 
ments of our foreign relations. 

It is my own feeling that the foreign relations of the United Staj. 
ought to be conducted by the Secretary of State as the first asgistay 
to the President, and I am not sure that I understand the entire ing, 
tution, the rationale, for having the type of position that you hyp 
mentioned. 

Certainly, if he can talk only about the technical aspects of dy 
armament, he will not be able to discuss the questions which, ing 
mind, it is essential to discuss if you are going to have any hoped 
getting disarmament. 

Senator Humpnrey. The political questions? 

Mr. Kennan. The political questions. 

If, on the other hand, he is going to discuss the political questing 
then you have the fundamental question as to how the foreign affix 
of the United States are going to be conducted, and what is to beth 
role of the Secretary of State in his relation to other people whomy 
be working in this field. 

Senator Humpnurey. Well, again I want to observe that insofary 
one is able to ascertain it, the United Nations Subcommittee on Dis 
armament is limited to a discussion of matters that are nonpolitiei, 
that are beyond the realm of the political decisions that have toh 
made, and as such, it is sorely limited in terms of its ability to accom 
plish its supposed objectives or its stated objectives. 

Mr. Kennan. May I say this, Senator: That I do not believe they 
is any question of any importance in international relations whichi 
not viewed by the Soviet leaders as being political in nature, al 
looked at by them from a political standpoint. So that evenifr 
attempt to treat questions as technical questions, they will treat then 
as political ones. 

Senator Humepnrey. Indeed they do. 

Mr. Kennan. Yes, sir. 

Senator Humpnrey. And they seem to be quite good at it, despit 
the fact they do not have to run for office. 

That has always made me wonder. I could never understand Wy 
we are often such stumblebums in the field of international propagani 
and politics, when we have to be so adroit at home. Laughter) 

I was going to ask you a question or two about the possibilityd 
disarmament and its relationship to further commitments. 


THE PRESIDENT’S PROPOSAL FOR SECURITY IN THE MIDDLE EAST 


_ As you know, our President has asked for special language in rh 
tionship to the Middle East. We have made a number of comm 
ments already. You were here when Mr. Dean discussed that th 
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norning with us. Mr. Kennan what is your view about the proposal 

sting to security in the Middle Kast? ) i 

Mr KENNAN. I find it hard to understand to what contingency this 

lis mainly addressed. 

{would not know today of any evidence that the Russians are 
inning to launch any sort of a military expedition into the Mid- 
Fie Bast. Things in that part of the world have been going very well 
fom their standpoint without the necessity of their doing anything 
of this sort. ; Li 

Our greatest problem in the Middle East seems to me to be at 
he moment with some of the Arab governments there and their at- 
fitudes on specific questions that are of interest to the world com- 
munities. ‘That seems to me to be the point from which we ought to 
tackle this question. 

There may be a necessity for some such declaration as is envisaged 
inthe President’s proposal, but it is hard for me to see it. It seems 
io me self-evident that any move of Soviet forces today over any 
frontier except that of another Communist state would obviously 
inthe present tense and delicate situation of world affairs bring on a 
yorld war. I should think that would be evident to anyone, and I 
would not think it was necessary really for us to have to reiterate in 
thecase of individual areas that that is true. 

But I do not, as I say, think that that is our most likely danger 
inthe Middle Kast. The danger there is that these unsolved ques- 
tions of the area are going to get worse, and that in their getting worse 
the Soviet Government will take advantage of the situation and profit 
from it. 

They have already done that to some extent, and I do not mean to 
uderrate the sinister quality of their intentions with regard to 
the Middle East. But I would think that our first and pressing duty 
isto try to correct those sources of instability within the area, which 
are an invitation to Soviet interference and penetration and mischief, 
and Ido not see that this approach does it, frankly. 

Senator Humrurey. I could not agree with you more, Mr. Kennan. 
When Mr. Dulles was before our Foreign Relations Committee 
inapreliminary probing action on the resolution relating to the Mid- 
dle Kast, I told him that I had assumed the reason for the expenditure 
of hundreds of millions of dollars for defense was to resist Soviet 
aggression. I gathered that this is what this was all about, and I 
had assumed if the Soviet did move across strategic boundary lines of 
nations—states other than those within its own orbit, that it would 
considered an act of war, and I had assumed that is why we had 
the bases and the forces present to take action. 

Icould not assume that if it was a vital interest without a resolu- 
tion, that it was more vital with a resolution. The same amount of 
al is there, whether you have a resolution of Congress or not; the 
sume passageways and the same strategic importance, and I think there 
$some degree of concern in the minds of many of us as to how you 
continuously interpret the Constitution insofar as the defense and se- 
curity of the Nation is concerned. 

ank you very much, Mr. Kennan. I appreciate your cooperation. 

Our next witness is Mr. George Finch. 
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Mr. Finch, we just wanted to wait a few minutes to make gy 
calls to a number of Senators who wanted to be notified when = 
would testify. m 

I am going to ask you to start now, Mr. Finch, because Coup 
of our colleagues are on their way, but I think we ought to Moy 
along. You have been most patient. 

Mr. Frncu. Thank you. 

Senator Humpurey. Mr. George Finch has enjoyed a long cape 
as a distinguished international lawyer, a former editor in chief af 
the American Journal of International Law, and he has long beg, 
leading authority in his field. 

Speaking on behalf of the subcommittee,I feel that we are yop 
fortunate that you can be present here today, Mr. Finch, to adyig 
the committee on some of the legal problems that an adoption 9 
any disarmament plan might involve. 

I am very happy to welcome you, and if you will start to read yop 
statement, may I assure you that others of my colleagues will 
here to pick up with you as you go along. 


STATEMENT OF GEORGE A. FINCH 


Mr. Frncn. Mr. Chairman, before I start upon this paper, I woul 
like to express my very deep appreciation for the privilege of a 
pearing before this subcommittee. 

I would like to make a preliminary statement, which hag bey 
suggested to me by some of the testimony I have just heard, It 
of a very general character, but I think the committee may wisht 
hear it. 

Senator Humrnurey. Yes, indeed. 


SUBCOMMITTEE WORK COMMENDED 


Mr. Fincu. I feel great satisfaction that a subcommittee of th 
Senate is now in the process of conducting inquiries which may result 
in giving its advice to the President concerning the conclusion ¢ 
international agreements. The Constitution says the Senate shall 
advise and assent to the President’s treaties and I think, therefor, 
you are performing what is a fundamental constitutional duty. 

I think that if previous Senates since the end of World War I hal 
had the same conceptions of the constitutional position of the Senate 
with reference to foreign policy, this country would not be in the 
terrible situation it now is of trying to make a choice between the 
survival of our race and living in coexistence with a tyranny whith 
knows nothing of the principles for which we stand. 


QUALIFICATIONS AND EXPERIENCES OF THE WITNESS 


Now, as I say in the statement, Mr. Chairman, I make no pretense 
of being an expert in the physical sciences, nor have I studied 
had any experience in the arts of war. The greater part of my lif 
has been spent in activities having for their purpose the substitution 
of reason and morality for force in the settlement of internation 
disputes. There have been a number of references to these phast 
of international relations, and I would like to emphasize those phass 
in what I have to say. 
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My interest in international law and its application to the conduct of 
ternational relations began with a law clerkship in the Department 
of State in 1906-11. My experience there led me to accept service 
rth the Carnegie Endowment for International Peace upon its or- 

ation in 1911 until I retired on December 31, 1947. At that 
(me I held the positions of secretary of the endowment and director 
gf its division of international law. Since my retirement I have 

din the private practice of law in Washington, D. C. 

af aduated Frctin the Georgetown University Law School in 1907 
yd was admitted to the bar a few weeks later. I have been active 
inthe American Bar Association and am now vice chairman of its 
wmmittee on peace and law through United Nations. 

While in the service of the Department of State and the Carnegie 
fndowment I was sent to foreign countries in Europe, Asia, Africa, 
ind Latin America on official or semiofficial missions. In 1909 I was 
Seretary of the American Commission which investigated the Re- 

blic of Liberia. In 1919 I was an assistant legal adviser to the 
American Commission to Negotiate Peace at Paris. In 1929 I visited 
ie Orient in the interest of the work of the Carnegie Endowment, 
ud Ihave been a delegate of the endowment to several Pan American 
wnferences. It sent me as a consultant to the American delegation 
tothe San Francisco Conference which produced the United Nations 
Charter. 

Asa side issue, I was actively engaged in the work of the American 
Society and Journal of International Law from 1909 until a few years 
wo. I served as secretary of the society and managing editor of the 
American Journal of International Law from 1924 to 1943, as vice 
president and editor in chief from then until 1953, and T am now an 
honorary vice president and honorary editor in chief. 

Ihave also had some experience in the teaching of international law. 
for 10 years I was professor of international law at the Georgetown 
thiversity School of Foreign Service, and I lectured on the same sub- 
jet at summer sessions of the University of Michigan, McGill Uni- 
masity in Montreal, the University of Washington at Seattle, and at 
the Academy of International Law at The Hague, Holland. For the 
hst 10 years I have been president of the Inter-American Academy 
Comparative and International Law at Habana, Cuba. 

Iam not appearing here in any representative capacity. What 1 
lave to say is the result of my own experience and observations over 
thehalf century I have been engaged in the activities indicated. 

The studies of this subcommittee and the hearings it has held in 
pursuance of Senate Resolution 93 (84th Cong., Ist sess.) cover com- 
pehensively and in detail the material aspects of the questions in- 
wlved in current proposals to control and reduce armaments. 
Decided differences of opinion have developed in the course of the 
earings as to the answers that should be given to some of the ques- 
ions. I expect that differences of opinion will also appear with ref- 
tence to the answers I shall give to the questions upon which I have 
len asked in the invitation to testify. 

Before replying specifically I should like to make some observa- 
lions of a general character bearing upon the problems under con- 
ideration by the subcommittee. 
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THE “RULE OF RIGHT” UPHELD BY THE SCIENCE OF INTERNATIONAL [yy 


Many years ago the French philosopher Joubert left us a may 
which in English translation was, “Might and Right rule the worj 
Might until Right is ready.” The truth of the maxim has been dem, 
strated all too obviously by the advent of the atomic age, with jj 
coincidental decline of governments deriving their powers from fy 
consent of the governed, and the rise to power of an atheistic tyranp 
devoid of any respect for the moral law or public opinion, and relyiy, 
solely for its power upon force in its most brutal and inhuman fom, 

To prepare the world for the rule of right, the science of injg, 
national law was created and has been advocated and advanced b 
of good will in every generation of modern times; and for the purpoy 
of drawing a parallel between the world of today which has abandong 
these principles, and the world which the science of international jyy 
has been seeking to create, I would like to read a few paragraphs 
from a great English authority on international law, written many 
years ago, before we knew anything of the Hague conferences, befgy 
any statesman dreamed of a League of Nations or of a United Nation 

Sir Robert Phillimore said: 

In the great community of the world, in the society of societies, states ap 
placed in relations with each other, as individuals are with each other in th 
particular society to which they belong. * * * As it is ordained by God tht 
the individual man should attain to the full development of his faculties through 
his intercourse with other men, and that so a people should be formed, so it 
divinely appointed that each individual society should reach that degree ¢ 
perfection of which it is capable, through its intercourse with other societig 
To move, and live, and have its being in the great community of nations, isy 
much the normal condition of a single nation, as to live in a social state is th 
normal condition of a single man. 


And I continue to quote Mr. Phillimore: 


From the nature then of states, as from the nature of individuals, certaj 
rights and obligations towards each other necessarily spring; these are deling 
and governed by certain laws. These are the laws which form the bond é 
justice between the nations, and which are the subject of international jus 
prudence, and the science of the international lawyer. 


And he concludes: 

To clothe with reality the abstract idea of justice, to secure by law within its 
own territories the maintenance of right against aggression by the individul 
wrongdoer, is the primary object of the state, the great duty of each separate 
society. To secure by law, throughout the world, the maintenance of righ 
against the aggression of the national wrongdoer, is the primary object of th 
commonwealth of states, and the great duty of the society of societies, Ohbel: 
ence to the law is as necessary for the liberty of states as it is for the libertyd 
individuals. 

Senator Humpnrey. That could have been written just yesterday, 

Mr. Fincu. Mr. Chairman, I was privileged to be a consultant 
the San Francisco Conference which drafted the United Nations 
Charter, and in one of my public appearances out there I suggestal 
that these paragraphs from Sir Robert Phillimore should have beet 
written at the head of every piece of paper that the delegates to thi! 
Conference had before them. 





have ob’ 
Mr. ‘ 


No cc 
modern 
(instruc 


Ever 
and fla 
munit) 
the Ch 
since 
shoul 
sistent 
tions, 


» certain 
e define! 
bond of 
al juris 


‘ithin its 
dividual 


CONTROL AND REDUCTION OF ARMAMENTS 1029 


THE INTERNATIONAL COURT OF JUSTICE BYPASSED 


jn 1917 the United States went to war in defense of its rights under 
gienational law; but following that war and since, in my humble 
“doment, the responsible leaders of this and other governments have 

men of little faith in the rule of law among nations. The novel 
stitutions they have established in illusive phrases to prevent war 
gd maintain peace have paid but lip service to international law, and 

ough an International Court of Justice has been established which 
declared on paper to be the principal judicial organ of the United 
ations, vital questions which disturb international peace are re- 
gved for debate and possible compromise in the political organs of 
ie United Nations. The existing Suez Canal dispute is a glaring 
gmple of the blunderings of the political method in dealing with 
shat is essentially a legal question. 


PROBLEMS WHICH SHOULD BE SUBMITTED TO INTERNATIONAL COURT 


Adefinition of aggression and a compulsory jurisdiction for the 
gbmission of legal questions to the International Court of Justice 
jould have been agreed upon long ago. The Governments of the 
Tnited States and other great powers have been the chief opponents of 
international agreements of this character. 

A fundamental norm of international law has always been that 
treaties are made to be observed (pacta sunt servanda). A corollary 


was that— 


No Power can liberate itself from the engagements of a treaty, or modify the 
dipulations thereof, unless with the consent of the contracting powers by 
pens of an amicable arrangement (Declaration of London of 1871). 

Under international law, all states, great and small, are entitled to 
qual rights of sovereignty and independence in their external rela- 
fons and to freedom from intervention in their internal affairs. The 
Government of the United States in the past has been a courageous 
mi outspoken advocate and defender of international law. For 
ample, when Daniel Webster was Secretary of State he instructed 
or Minister to Mexico that, to quote Mr. Webster: 

Brery nation, on being received, at her own request, into the circle of civilized 
gvernments, must understand that she not only attains rights of sovereignty 
md the dignity of national character, but that she binds herself also to the 
firict and faithful observance of all those principles, laws, and usages which 
lave obtained currency among civilized states. 


Mr. Webster then went on: 


No community can be allowed to enjoy the benefit of national character in 
modern times without submitting to all the duties which that character imposes 
instruction dated April 15, 1842. Moore, International Law Digest, vol. 1, p. 5). 

Ever since World War II international communism has brazenly 
md flagrantly violated its duties as a member of the civilized com- 
tunity, as well as its particular responsibilities and obligations under 
te Charter of the United Nations. In my opinion the time has long 
sie passed when the nations having a sense of honorable obligation 
should consider withdrawal of recognition of any nation which per- 
omg refuses to comply with fundamental international obliga- 
Ons, 
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CONTROL OF ARMAMENTS AND SETTLEMENT OF POLITICAL PROBLEMS 


Coming now to the subcommittee’s first inquiry of me, namely, the 
relationship between the control of armaments and the settlement o 
the major outstanding political differences among nations, whieh ay 
set forth in the Second Interim Report of the Subcommittee, in py 
view those differences are not of the same order of importance, ~ 


IDEOLOGICAL STRUGGLE WITH COMMUNISM PARAMOUNT ISSUR 


To quote the committee’s report, “The ideological struggle betyweg, 
Communist totalitarianism and freedom” seems to me to outrank ql 
the other outstanding differences in its relationship to the conty) 
of armaments. Its solution greatly exceeds in urgency the settlemey 
of the other differences. It is not a difference which can be cop, 
promised by debate or negotiation or settled by reference to an inte. 
national tribunal for determination by any rules of law. It ig q 
issue which involves the maintenance or surrender of principles of 
government inherited from our Christian and constitutional back. 
grounds. 

International law at one period of its history was called the publi 
law of Christendom. International communism denies the doctrine 
of Christianity, and seeks to obliterate all belief in God and religio 
faiths and practices. It denies that man has the natural rights whieh 
we proclaim are divinely endowed and for the preservation of whic 
we have adopted constitutional safeguards to protect them againg 
invasion by government. 

If the ideological struggle between Communist totalitarianism and 
freedom should result in domination by the former, then government 
of the people, by the people, and for the people will surely perish 
from the earth. As the Great Emancipator said of his own Nation, 
so it may be now said of the world of nations, they cannot remain 
half free and half slave. 


UNDER PRESENT CONDITIONS REDUCTION OF ARMAMENTS WOULD BE RAsi 


Witnesses before this subcommittee have repeatedly said that the 
international Communist program of world domination remains w 
changed. There are two alternatives by which a change mayk 
accomplished, that is, either by superior physical force or by the 
conversion of the Communists to the point where they may be induced 
to abide by the rules of right and law. While right is being mate 
ready to rule, the maintenance and, if need be, the application of 
superior physical force is the major political issue of today. 

The armaments at the command of international communism 
contribute exceedingly by fear and terror to existing tensions, butit 


would be rash for the free nations to expect to relieve those tensions | 


by reducing their armaments independently of the removal or stb 
stantial diminution of the threats and menaces inherent in the Com 
munist program of world domination. 

Senator Humpnrey. In other words, Mr. Finch. von are saving 
here again the political problems and. particularly, the threat of the 
Communist conspiracy to the freedom of other neonles ond obviontlt 
to the institutions of government of other peoples is really the fim 
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roblem. That is the first one you have to deal with before you get 
othe disarmament one. a 

Mr. Fixcu. All the other problems are of what I should call insig- 
nifeant importance compared to this preservation of the world and 
orway of life that we have been living under since Christianity came 
pon this earth. ; 

Senator Humpurey. Would it be fair, then, at this point to say 
you place considerable emphasis or superior emphasis upon the im- 

rtance of trying to get some solution to the political problems prior 
othe armament problem ? : 

Mr. Frxcxu. That particular political problem. 

Senator Humpnrey. Yes. 

Mr. Fincn. That particular one; that is right. 

The danger emanates not only from the Kremlin, but is propagated 
byits Red spawn elsewhere in Europe and in Asia and Africa. Even 
the nations of the western continents are not secure against its 
infiltrations. 

The testimony given before the subcommittee shows that certain 
nuclear weapons of mass destruction have a range, either from launch- 
ing platforms or in combination with long-range carriers, sufficient to 
terrorize or attack any nation on earth. 


RACE FOR ARMAMENTS A RACE FOR SURVIVAL 


The race for armaments of that character is, in essence, a race for 
survival of nations which refuse to be intimidated by them. It further 
appears from the same testimony that it is not possible by any known 


stem of inspection, to detect certain leakages in nuclear materials 
or to discover hidden stockpiles of weapons made from them after 
they are manufactured. Consequently, until more perfect methods 
ofscientific detection mav be devised, a certain amount of good faith 
ould still be required among the signatories of a convention for the 
control or reduction of armaments. 

Under the circumstances, and in view of the known record of Com- 
munist governments for the nonobservance of treaties and other 

ments, it would, in my opinion, be inviting national suicide for the 
United States, and spell probable destruction of the other free nations 
for which the United States has assumed the responsibilities of ar- 
wal, treasury, or almoner, to stop the production of any weapons 
itmight need to deter a long-range surprise attack or to retaliate in 
tind should such an attack occur. 

Moreover, to men of the character as those now in the Kremlin con- 
piring against the free world such an offer might not be taken in 
good faith. It might just as likely be regarded as a sign of capitalist 
weakness and exploited to the advantage of international communism. 
lis effect might well be, not to lessen international tensions but to 
meourage their exaggeration in the expectation of our ultimate 
collapse. 

On the other hand, there are several important factors which hold 
promise of success for us in any continuing armaments race at the 
level of weapons of mass destruction. Our superior natural resources 
ind industrial potential, scattered geographically over half the con- 
linent, diminish the chances that a surprise attack would be so fatal 
sto prevent us from promptly retaliating in kind. The continued 








1032 CONTROL AND REDUCTION OF ARMAMENTS 


possession by us of an adequate supply of such weapons, and the wam, 
ings the President has already given of the intention of this Govem, 
ment to use them, if need be, against an aggressor, are in themselyes 
the greatest possible deterrent to such an attack against us. 

At the present time I do not see much logic in the objections to ty 
continuance of tests of such weapons. The public explosions whig 
accompany the tests are admitted to be good means of detecting th 
possession of nuclear weapons. Until better methods of detection gy 
devised, it seems to me we should not outlaw any means which poy 
serve that purpose. 


FACTORS IN FAVOR OF OUR RACE FOR SURVIVAL 


Signs of stress are already appearing in the efforts of the Communi 
masters of Russia and its satellites to keep their war machine in gegp 
and at the same time provide the peoples with the standard of liv; 
to which they aspire. It could not serve to discourage international 
communism to relieve it of burdens inherent in its evil and econoni- 
cally unsound system. 

Another factor in our favor in our race for survival with communism 
is the rising force of world opinion against the horrors, and implica 
tions for other nations, of what has just occurred in Hungary. That 
revolution, and the one which preceded it in Poland, seem to be the 
boilings over of seething human cauldrons smoldering within the 
Communist dominions. The reactions everywhere to those events 
seem to offer hope that a decent respect for the opinion of mankind 
may sooner or later again become a force to be reckoned with even by 
international Communists. 


MERITS OF AERIAL RECONNAISSANCE AND ATOMS-FOR-PEACE PLAN 


I do not wish to leave the impression that I am advocating a policy 
of stolid indifference to the dangers of the armaments race. President 
Eisenhower’s offer of aerial reconnaissance to guard against surpris 
attacks, with the modifications concerning ground inspections of 
Premier Bulganin which the President has accepted, should be wm 
garded as the first in a series of stages of a more comprehensive cover- 
age of the control and reduction of all armaments. 

Together with the President’s atoms-for-peace plan now being for- 
mulated, both proposals might well serve as pilot projects to test the 
good faith of the nations participating, as well as experiments in the 
effectiveness of the inspections provided in them for detecting evasions 
or violations. 

The subcommittee has requested me for an appraisal of what basic 
powers an enforcement agency, to be effective, must have, and to what 
extent such powers might affect the powers and functions of individual 
national governments. 

Senator Humpurey. Of individual governments. 

Mr. Fincu. Of individual national governments; that is right. 
That is in the committee’s letter. 

Senator Humpurey. Yes, sir. 
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BASIC POWERS OF AN ENFORCEMENT AGENCY 


4 Watt | yr, Fixcu. As I have indicated, it would not, in my opinion, be 
Goven, feasible to vest nonforcible basic powers in any enforcement agency as 
’mselres | jg as member nations are bent upon the use of force to impose their 
8 te ib upon the other members. 

the Under those circumstances an enforcement agency would need a 
ea hysical power superior to that of any violator or combination of 
tice the violators of the agreement. The use of such a force, as indicated in 
: mt are r staff studies, would bring about the very situation the agreement 
1¢2 Now yas designed to prevent—war. Until there is a return to an era of 
enfidence and good faith, so necessary to sincere collaboration ot 
gations in peace, I do not see that it is worthwhile to elaborate the 
basic powers of an international enforcement agency. 
nmunist Senator Humpurey. What you are saying here, Mr. Finch, as I un- 
in gear derstand it, is if you are going to have to rely upon an enforcement 
f liv; instrumentality, the enforcement agency will have to be so big and so 
nation powerful as to meet the strength of the adversary or the violator, and, 
therefore, you have got yourself a first class war, anyhow. 


conom)- a oes ree os 
| Mr. Fivcu. That is right; you are inviting war. You are pro- 
munisn | moting war instead of promoting peace as long as you have to negoti- 
: ate with the people who only believe in force. 

mplica- I 
. That 7 7A'Sy' rawr cry rr 7 Tv . WY Tews Tr . 
) be the | MFECT OF ENFORCEMENT AGENCY ON THE POWERS & FUNCTIONS OF IN- 
hin the DIVIDUAL GOVERNMENTS 

— Concerning the extent that such powers might affect the powers and 


ankind functions of individual national governments, again the answer would 
oven by ) ie influenced by the attitude of the contracting parties toward the 
observance of accepted standards of international law. Under no 
circumstances, however, do I think it would be desirable or practicable 


4 toendow an international enforcement agency with powers of inspec 

| poliey tion to the degree and extent described in staff study No. 4 of this 
. » 

esident | subcommittee. 

urprise | 

a of INSPECTION AMOUNTING TO ESPIONAGE DISAPPROVED 

be The powers there described would involve permission for hordes of 

Cover: | aliens to swarm over the country and engage in what would otherwise 

oe be regarded as espionage. I am not in favor of legalized spying. I 
8 doubt that such a system would promote peace. As indicated in the 


“2 staff study, it might be the cause of many irritations. Moreover, the 
. tremendous opportunities it would open up to activities analogous to 


vasion’ | what are now prohibited under our espionage laws would probably 
t basi diset any benefits of the security system of which such an inspection 
: stem might be a part. 

o whit B I 

vidual | 


INTERNATIONAL LEGAL MACHINERY COULD DEAL WITH VIOLATIONS 


: Finally, there would be no great difficulty in devising international 
right. | legal machinery to deal with violations of an arms-control agreement 
among nations which abide by rules of law as a guide to their interna- 
tional conduct. The convention could provide for conferring jurisdic- 
ion upon the International Court of Justice in cases of actual or 
suspected violations, or a special tribunal could be set up for that 
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purpose. Under the conditions of respect for law, already referred tg 
the force of public opinion could be relied upon to cause the acceptance 
of international court decisions. In the absence of those cond} 
recourse to an international court would be impossible. 

Mr. Chairman, that is all I have to say to your questions, 

Now, if there are any members of the committee who wish to jp, 
terrogate me upon this or any other subject, I am at your disposal, 

Senator Humpurey. Yes, indeed. 

Mr. Finch, I merely wanted to have the record note that the staf 
study to which you referred, Staff Study No. 4, wherein you cite the 
powers of inspection which an international enforcement agency wouli 
have to have to be effective, I hope that you understand that the 
staff did not recommend and we were not recommending that, 
was merely an elucidation or decription of what would be required 
if you were going to have this kind of an inspection system. 

Mr. Fincu. I understand that, Mr. Chairman. 

I do not wish what I have to say to be in any way interpreted gg 
thinking that I thought it meant anything other than the way you 
have described it. 

Senator Humpurey. Yes. 

Mr. Fincu. In this connection I wish to, myself, if it means any. 
thing, to congratulate this committee and the staff upon the com. 
prehensiveness and the thoroughness of those studies. 

Senator Humpnrey. Thank you. 

Mr. Fincu. I think it is a very fine public service that has been 
done. 

Senator Humpurey. Thank you. 

Senator Bricker, I will ask you if you have any questions to ask of 
the witness. 

Senator Bricker. First of all, I want to thank Mr. Finch, | 
recognize his distinction as one of the great international lawyers of 
our country’s history, and the contribution he has made. 


tions, 


JUSTICIABLE QUESTIONS NOW BEING SETTLED POLITICALLY 


I could not agree with you more, Mr. Finch, than I do with 
your statement that these questions that are now being settled politi- 
cally are actually justiciable questions, and there ought to be a recog- 
nized international court to determine those questions, and if we could 
ever get the nations of the world to pledge themselves to abide by thow 
decisions, as we do the decisions of our own courts in internal matters, 
we could take the greatest step possible for peace in the world. 

Your example of the Suez Canal question is an outstanding repr) 
of where there ought to be a court to decide what is a justiciable 
question, and is a most persuasive one. 

In my opinion—and it has long been my opinion—that that is 
where we ought to start by strengthening that court and getting 
many nations to subscribe to its jurisdiction as we possibly could do, 
and the United States could do a lot in the forefront of a program ol 
that kind. 

Mr. Fincu. I agree with you, Senator. I think we could do4 
great deal more than we have done. 

Senator Humpnrey. Thank you very much, Senator Bricker. 
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J would like to have noted in the record at this point, since Mr. 
finch has referred to it, the letter of December 21 that I directed to 
fr, Finch in reference to his testimony, because I think it is very 


wevant in light of what you have had to say, and by the way, I want 
commend you very much for _— statement, and thank you for 
xing Willing to take this whole day to come here and to share these 
fw moments with us. 

(The document referred to is a follows :) 

DECEMBER 21, 1956. 
yr. George A. FINCH, 
1346 Connecticut Avenue NW., Washington, D. C. 

Deak Mr. Fincu ; I am pleased to learn that you will be able to testify before 
the Subcommittee on Disarmament. In accordance with your conversation 
yith Mrs. Collier, you will be scheduled as a witness on the morning of January 9. 
The hearings will be held in the caucus room of the Senate Office Building and 
will start at 10 a. m. 

As I mentioned in my previous letter, the subcommittee will appreciate re- 
giving any views you have on any of the many problems connected with dis- 
amament. However, because of your knowledge of the problems of international 
jaw and your wide experience in the field of foreign relations, the subcommittee 
would like to obtain your views on a few specific questions. The second interim 
report of the subcommittee, parts IV and VI, lists respectively the basic position 
if the executive branch on disarmament and the major issues of disarmament. 
(f the latter the subcommittee would appreciate your comments on the rela- 
tionship between the control of armaments and the settlement of major out- 
standing political differences among nations. In other words, is it possible that 
amaments in themselves contribute sufficiently to international tensions that 
sme progress can be made in their reduction independently of a settlement of 
these major political issues? If, in your opinion, this cannot be done, would you 
are to name the type of political problems that must be solved before a sub- 
santial reduction in the armaments of nations can be achieved? 

Another area of interest to the subcommittee concerns the problem of enforce- 
ment and inspection under a disarmament agreement. Can you give the sub- 
ommittee an appraisal of what basic powers an enforcement agency, to be effec- 
tive must have, and to what extent such powers might affect the powers and 
fmetions of individual national governments. The same problem would apply 
toan inspection system such as the ones for aerial surveys proposed by President 
fisenhower, the ground inspection system proposed by Premier Bulganin, and the 
control of budgetary procedures proposed by the French expert, Jules Moch. We 
aso would be interested to explore with you the extent to which international 
legal machinery may be effective in dealing with violations of an arms-control 
agreement, should they occur. 

Ifyou plan to have a prepared statement, it would be helpful to have 25 copies 
forthe members of the subcommittee and the press on the day of the hearing, 
mda copy for the staff to examine at least a day in advance. The prepared 
statement should not exceed 15 minutes, in order that there be ample time for 
questions. 

Tam sending under separate cover a few of the publications of the subcom- 
uittee you might find of interest as background information. If you need any 
additional information, please contact me or Miss Betty Goetz, acting staff 
director of the subcommittee. 

lam looking forward to seeing you on January 9. 

Sincerely, 
Hubert H. HUMPHREY, 
Chairman, Subcommittee on Disarmament. 


DESIRABILITY OF DEFINING AGGRESSION 


Senator Humrnrey. I have a question I would like to ask of you on 
ieining aggression. You have already made some reference to the 
forts that have been made to define aggression. 

Would you care to say whether the denial of the Suez Canal, 
the use of the Suez Canal, to Israel by Egypt was an act of aggression, 
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just as the U. N. declared that the invasion of Egypt by France, Greg 
Britain, and Israel was an act of aggression ? 

Mr. Fincn. Mr. Chairman, it is difficult for anyone at this time tp 
say what is an act of aggression 

Senator Humpnrey. Yes, sir. 

Mr. Fincu. Because there is no definition of it in the United Nations 
Charter. 

Attempts were made by many nations to put such a definition jp 
the charter at San Francisco, and they were opposed by our delegy. 
tion ; and Secretary of State Stettinius, I use the word “bragged” aboy} 
our success in preventing the definition of aggression from hej 
inserted in the charter. He did that in his report to the President, 
which has been printed as a document dated June 26, 1943. TI hays 
the quotations here if you would like to put them in the record, but 
if it is not necessary, I would just pass it. 

Now, also, according to definitions of aggression which have beep 
accepted by the Soviet Government as late as 1933, I believe that thos 
acts that you have asked about would be defined as aggressions, But, 
under the United Nations Charter, aggressions remain undefined, and 
are left to the determination of the Security Council after they have 
occurred. 

Now, what I have in mind is trying to erect a system of law which 
would define certain acts in advance before they occur, so that the 
people of the world would know when they occurred; they would 
have some standard by which to judge these acts instead of Waiting 
for the debates in the Security Council and the attempts at com. 
promise and explanation and possibly a final veto by one of the 
aggressors himself. 


ESTABLISHMENT OF A RECOGNIZED COURT OF INTERNATIONAL 
QUESTIONS 


Senator Bricker. And asa corollary to that premise—— 

Mr. Fincna. Yes. 

Senator Bricker. There is the necessity for the establishment ofa 
court to build that body of law, a recognized court on international 
questions. 

Mr. Frvcn. That is right. If the United Nations Charter had rules 
of law to guide the conduct of its members, then the International 
Court of Justice would, as it is declared to be, be the principal judicial 
organ of the United Nations or the appropriate body to which such 
questions would be referred when suspected violations were brought 
up. 

‘Siedatee Humenery. In light of your comments, Mr. Finch, on the 
enforcement agency and the enforcement powers in any disarmament 
agreement, if one could ever be arrived at or if one should be arrived 
at, I ask this question: Can you envisage any enforcement measure 
short of war that would be effective in obtaining the adherence of the 
major powers to an arms-control agreement ? 

In other words, can you envisage any measure short of war that 
would compel the Soviet Union to adhere to an agreement? 

Mr. Frxcu. I believe, Mr. Chairman, that if the Soviet Union a 
any other great power, for that matter, would be reduced into a sitt 
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ion of inferiority in physical power to nations which believe in law, 
fat it would not take them long to be appealing to the law them- 
gives for their own protection. That is the history of this move- 
gent, Mr. Chairman. 


DEVELOPMENT OF LAW AMONG NATIONS OPPOSED BY THE GREAT POWERS 


The great powers have been the ones who have been opposed to the 
gerelopment of law among nations. They wish to, at all times, them- 
gives determine what is the law and then apply it, and the smaller 

mers have always been the nations which -have sought the protec- 
jo of law. That is the history of what happened at the San Fran- 
isco Conference. 

It was the smaller nations which wanted to be protected by rules 
law in the United Nations Charter, and the great nations which 
sere not willing to accept it. 

[might say, as another bit of history, Mr. Chairman—and it may 
worth while to have it in the record—when the International Court 
of Justice was first formulated at The Hague in December 1920 by 
avery distinguished group of jurists representing many nations of 
the world, and this country was represented by Elihu Root, when that 
(ourt was formulated, the Advisory Committee also recommended 
that there be a series of international conferences to be held at certain 
tervals for the purpose of improving and developing and stating 
international law. 

When that recommendation came before the General Assembly of 
the League of Nations it was rejected, and in the words of Lord Robert 
(ecil, at that time in the General Assembly, he said: 

This recommendation means nothing. If it means anything, it is vicious. 


Now, I just give you that little bit of history to show the difficulties 
that the world has had in trying to bring about a general acceptance 
iflaw, and of legal means of the settlement of international disputes. 

The great powers themselves have been the greatest obstacles, and 
Ithink it is one of the weaknesses of the United Nations that we have 
gven the great powers in the Security Council this opportunity, any 
me of them, to veto any of the advances that the rest of the world 
mshed to make along the international settlement—the peaceful settle- 
nent of international disputes by peaceful means. 

Senator Bricker. I want to express a word of thanks and apprecia- 
tion to you, Mr. Finch. 

Senator Humpurey. I want to express a word of thanks to you, 
Snator. As I recall, it was you who brought Mr. Finch’s name to 
nyattention and the committee’s attention. 

Ithas been very helpful, this emphasis upon the rule of law, inter- 
mtional law, which is rather a refreshing note, Mr. Finch. I have 
utheard about it for quite a little while. 

Iwant to commend you. 

Mr. Fincu. Thank you, sir. 

Senator Humpnrey. Thank you very much. 

Mr. Fincn. Thank you, sir. 

Senator Humpnrry. I should note for the record that the subcom- 
mittee will reconvene in this same room at 10 o’clock tomorrow morn- 
igand hear testimony from Paul Nitze, former director of the policy 
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planning staff, Department of State; from Lt. Gen. Leslie R. Grove 
former head of the Manhattan project; and tomorrow afternoon y. 
will receive testimony from Mr. Benjamin Cohen, former Unite 
States delegate to the U. N. Disarmament Commission; and Mr. Han 
Morgenthau, director of the Center for Study of American Foreign 
Policy. We have a full day ahead of us. “ 

Thank you. 

(Whereupon, at 5 p. m., the subcommittee adjourned to reconye 
at 10a. m., Thursday, January 10, 1957. 
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THURSDAY, JANUARY 10, 1957 


UNITED STATES SENATE, 
COMMITTER ON FOREIGN RELATIONS, 
SUBCOMMITTEE ON [ISARMAMENT, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a. m., in the caucus 
room, Senate Office Building, Senator Hubert H. Humphrey (chair- 
man of the subcommittee) presiding. 

Present: Senators Humphrey, Sparkman, Pastore, Symington, and 
Hickenlooper. 

OPENING REMARKS OF THE CHAIRMAN 


Senator Humenrey. The Subcommittee on Disarmament in its 
hearings yesterday received some excellent contributions from Mr. 
Arthur Dean, Mr. George Kennan, and Mr. George Finch, on the 
subject of disarmament in the framework of the United States foreign 
policy. ; ‘ 

We are very pleased to say we have scheduled for this morning 
Mr. Paul Nitze and Gen. Leslie R. Groves; for this afternoon, Mr. 
Benjamin Cohen and Dr. Hans Morgenthau. 

All the witnesses should feel perfectly free to express their views on 
the subject that we are discussing today. The only limitation that I 
would ask them to observe is that if they make a prepared opening 
statement it would be well if it could be confined to 15 minutes or 
0 minutes in order that we have ample time for questions. 

Mr. Nitze, would you mind coming to the witness chair? 

Ishould take the liberty of giving a word of background relating 
toour first witness, Mr. Paul Nitze. For many years he was engaged 
in business and finance, but then went into Government service and 
into the State Department. There he filled a number of positions 
with distinction, becoming the Director of the Policy Planning Staff 
of the State Department. At the present time he is president of the 
Foreign Service Educational Foundation, which is affiliated with the 
School of Advanced International Studies here in Washington. 

We are very honored, Mr. Nitze, by your willingness to be present 
with us this morning and to give us the benefit of your advice and 
counsel, 

[think you realize that the whole subject of disarmament is closely 
ielated to the development of our foreign policy and our commitments 
inthe light of that foreign policy. Please proceed, Mr. Nitze. 

1039 
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STATEMENT OF PAUL H. NITZE, FORMER DIRECTOR, POzIcy 
PLANNING STAFF, DEPARTMENT OF STATE; PRESIDENT, Fop. 
EIGN SERVICE EDUCATIONAL FOUNDATION, SCHOOL OF 4p. 
VANCED INTERNATIONAL STUDIES, WASHINGTON, D. ¢, 


Mr. Nrrze. Thank you, Mr. Chairman. 

May I read my prepared statement ? 

Senator Humrurey. Please go right ahead. You can read it 
you can discuss it orally whichever you wish. 


PRIORITY OF POLITICAL SETTLEMENTS OVER DISARMAMENT 


Mr. Nrrze. As I understood it, it was your wish that I discuss the 
relationship of political considerations to the problem of control and 
regulation of armaments. 

Senator Humpurey. That is correct. That subject matter, may] 

say, was touched upon yesterday in the sense that certain of our wit. 
nesses felt that political considerations should be prior to any dis. 
armament negotiations. Today we are trying to get some furthe 
expressions rel: ating to the im yortance of politic al considerations, 

Mr. Nrrze. The “committee's very excellent second interim report 
comments briefly on this question. On page 5 it says: 

The United States policy has consistently maintained that major political 
issues must be settled before substantial reductions in armaments can take 
place. The policy is not firm, however, regarding the amount and kind of dis 
armament possible prior to political settlements. Nor has this country defined 
all of the political issues involved and the manner in which their solution js 
related to disarmament. 


AREAS OF POLITICAL TENSION 


On page 10 the following section is to be found: 


Among the principal sources of international political tension in the world 
today are the following: Continuing division of Germany, Korea, and Vietnam; 
the Arab-Israeli dispute; the ideological struggle between Communist total 
tarianism and freedom; the China-Formosan question; and the question of the 
Middle East. The existence of these unsettled problems undoubtedly contributes 
to the emphasis on armaments. Armaments competition, in turn, may have 
some influence on the persistence of these problems. 

My first comment on this language is to suggest that the status of 
the central Kuropean satellites, i including Hungary and Poland, be 
included in the catalog of princip: al sources of international 
tension—— 

Senator Humrurey. I would say that is a very appropriate addi- 
tion. At the time of the interim report, I believe there was not quite 
as much attention being paid to the central European areas as now, 
but it surely should be included. 

Mr. Nirzr. Because it is hard for me to visualize the United State 
entering into any general and very far-reaching agreement with the 
U.S. S. R. for the reduction and control of armaments which was net 
preceded by, or which did not provide for, a concurrent modification 
of Russian military interference in the internal affairs of Hungary. 
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SOVIET ACTION IN HUNGARY 


Furthermore, I have a hard time visualizing the present Soviet 
ime agreeing to any such modification until they either feel satis- 
ged that their repressive measures have ensured that the surviving 
population in Hungary would not dare to seek freedom in any manner 
ibly hostile to the Soviet Union, or until they become satisfied that 
hey cannot forever suppress the Hungarians and that it is to their 
ydvantage to let them go. 

Senator Pastore. Which is very, very unlikely, would you not say? 

Mr. Nirze. It is unlikely, but not impossible. 

Senator Pastore. I did not say it was impossible, 

Mr. Nirze. Well, I should think it was unlikely in the short term. 
Inthe long term, there may be forces at work behind the Iron Curtain 
ghich even they would have difficulty in forever suppressing. 

Senator Pastore. Let me say this to you, Mr. Nitze: I hope and 
pray that you are right in that suggestion, and we all feel that that will 
wentually come to pass. But knowing the power of a police state over 
helpless people, I wonder sometimes if that does not actually get 
into the realm of wishful thinking. 

Iquite agree with you that the first reason you gave is the stronger 
ofthe two. The other one is a prayerful hope. I hope you are 
right, but I do not see that happening too easily. I do not say it is 
impossible, of course, but I do not think it is very likely. 

Mr Nirzr. It always seems to me, as one looks further into the 
future, if one looks 5 or 10 years into the future, things which look 
impossible now are not necessarily impossible if you give enough time 
for the development to take place. 

Senator Humrpurey. I have always been in a quandary about the 
Soviet activity in Hungary. I do not mean to stop on this or digress 
too long, but it has been said by some that had Stalin been in charge 
when that rebellion broke out, he would have moved with terror and 
with such power that the whole countryside literally would have been 
crushed. 

I mean it was not beyond Stalin to kill 5 or 6 million people. 
The Soviet Union had sort of dilly-dallied in the Hungarian situation 
for some period of time, and even when the U. S. S. R. moved its 
amed forces in, it was not with the same vigor and the same relentless 
arorism that Stalin had used on the kulaks, for example, or on 
sme of the people in Russia itself. Is that not true? 

Mr. Nrrze. My impression was that the second intervention of the 
Russians in Hungary was as brutal and as thorough as anything which 
memight have anticipated that Stalin would have done. 


REASONS FOR RUSSIAN DELAY IN INTERVENTION 


Ithink the interesting thing, however, is that the Russians delayed 
long, and that the people in the satellites, both in Poland and in 
Hungary, felt there was a sufficient relaxation so that they could at- 
ltmpt to move in some direction toward independence. 

But it seems to me that the Russians themselves have a problem 
within the Soviet Union. The population of the Soviet Union is not 
the same as it was 20 years ago. There is an educated class being 
developed. You cannot run an economy such as the Russian economy 
without having engineers; you cannot have engineers without giving 
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them some general educational background. This is not just a maggo 
peasants and kulaks tod: ay. 

Now, the problems of running a country of that kind are quit 
different from the problem of running a wholly peasant country, § 
that I think the Russians themselves, the Russian regime itself, feels 
that it has to have something which has a greater component of COn- 
sent, and relies to a smaller degree upon the component of for 
within the U.S. S. R.; and if this i is the development which they hay 
to reckon on within the U.S. S. R., then I think there is a possibility 
that they will find it inconsistent to follow an entirely different cours 
in the Eastern satellites. 

Senator Pasrorr. We had some discussion here yesterday as to the 
efficacy of the United Nations. I am a strong believer in that intep. 
national organization. As a matter of fact, Mr. Humphrey brought 
out the fact that it is his privilege to serve at the 11th session, anj 
I served as a member of the United States delegation during the 10th 
General Assembly. 

The one thing that always amazed me, the thing that was hard for 
me to understand, was the favorable impression that Russia was able 
to make on some of the so-called neutral states in this colonialism 
and imperialism debate that is one of the vexing problems of the 
United Nations. 

I quite agree with you that the force and terror used against the 
Hungarians was of the same brand, the same type and severity, a 
any dictator or tyrant would use. 

Would you not add to the reason you have already given that the 
chances are that some of the hesitancy was motivated ‘from the fae 
that here the Soviet Union was playing next cousin to all these so-called 
colonial nations of the world, and trying to convince them what 
great friend she was of theirs. At the same time she was caught in 
the dilemma of what she was going to do with the Hungarian people 
I think, myself, that that was another reason why she may have hes 
tated a little while. But when she did come in, she came in with al 
the force and terror she was accustomed to using. 

Mr. Nrrze. I agree with that, Senator Pastore. 

Senator Humpnurey. Proceed. 


RUSSIA’S PROBLEMS IN CENTRAL EUROPE 


Mr. Nirze. Obviously the unification of Germany and the problem 
of the other Eastern satellites are closely related to the problem of 
Hungary. Any agreement on the part of the Russians to relax thei 
effective hold on East Germany could be counted on to have spreading 

effects throughout the E astern satellites. Hope of eventual liberation 
ual again revive and the maintenance of Communist control would 
become far more difficult. 

I therefore doubt whether the Russians would be willing at this 
time to enter into any serious negotiations about either German reun 
fication or a modification of their military suppression of freedom in 
Central Europe generally. 

My pessimism on the prospects of successful negotiation with 
Russia at this time is not meant to indicate that I believe we should 
relax in any way our efforts to develop our negotiating position on the 
subject both of control and regulation of armaments and on the 
political settlements which should either precede, or be arrived # 
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ccarvently with, a general program of control and regulation of 
s. 

Pal seem to me to be an elementary maxim of diplomacy 
and of policy planning in the foreign policy field, that on every sub- 
gantive foreign policy issue we should attempt to think through as 
qras possible in advance the various types of agreements or settle- 
nents Which would be acceptable to us and which would move the 
foreign political situation forward toward the general objectives 
shich we seek. 


PREPARATION OF STATE DEPARTMENT TO MEET HUNGARIAN UPRISING 


At the tume symptoms became evident of greater unrest in Poland 
and Hungary than any outside observers had previously anticipated, 
and before the Hungarian uprising, I suggested to some of my 
yquaintances in the administration that they consider the question 
of whether or not it would be advisable for us promptly to offer to 
yithdraw our forces from Germany, provided the Russians would 
yithdraw their forces behind the Bug River and thus out of Central 
Rurope. 

Had the Russians accepted such an arrangement at that time, I 
ielieve our position would have been advantaged by it and the pros- 
pects for an enduring peace enhanced. Kven if they had turned it 
down, I think the political reaction throughout the world to Russian 
intervention in Hungary would have been greatly strengthened, our 
ibility to get worldwide political support for stronger measures in 
support of the Hungarians would have been improved, and the feeling 
which many in the United States now have that somehow we have 
failed in doing what we could do to help the Hungarians would have 
been less justified. 

Senator Humpnrery. Senator Pastore? 

Senator Pastore. Is it your opinion, then, that we were wholly 
mprepared diplomatically when the uprising took place in Hungary ? 

Mr. Nrrzr. It is my opinion that we were inadequately prepared. 

Senator Humrnrey. You mention here that you had suggested to 
ome of your acquaintances in the administration ; in the State Depart- 
nent, I gather, is that correct ? 

Mr. Nrrze. That. is correct. 

Senator Humpnurey. How long ago was this, Mr. Nitze? 

Mr. Nirze. During the early days of the unrest in Poland and in 
Hungary ¢ 

Senator Humpurey. This past summer? 

Mr. Nirzr. Yes, this past fall. 


ADMINISTRATION POLICY TOWARD GERMANY 


Senator Humpnurey. Insofar as you know, have we given any 
euetfal planning or consideration to revision of our position vis-a- 
isGermany and our troops in Germany ? 

Mr. Nirze. I am not sure what the discussions have been within the 
idministration. I would be very much surprised if this has not been 
‘matter of thorough discussion within the administration. I would, 
owever, be surprised if the administration had arrived at any clear 
(keision of policy on the question. 

Senator HumPurey. Why do you say that? 
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Mr. Nirzer. I don’t know, but that would be my impression, 

Senator Humpnrey. You would be surprised if they had arrive 
at any decision on the matter? 

Mr. Nirze. Yes. 

Senator Humpurry. Is this not the kind of a question that woul 
have to be discussed, not only within the circles of the Department ang 
the administration, but also with out allies, and surely in some great 
detail with the Federal Republic of West Germany ? 

Mr. Nitze. Thatiscorrect. But before one can discuss it definitively 
with one’s allies, one must have at least a tentative agreement withip 
one’s own government. 

Senator Humpurey. And you are of the opinion that there ig yp 
such agreement ? 

Mr. Nitze. I would be surprised if there were. 

Senator Humpurey. I am not trying to be impertinent about it, by 
I ask in the most friendly manner, why would you be surprised jf 
there were some tentative agreement ? 

Mr. Nrrzz. I think it probably would have leaked, to some extent, 
if there were. 

Senator Humpnrey. Thank you. 

Senator Pastore. Either that, or we would have seen some signs 
of it. 

Senator Humpnurey. I wondered whether you were surprised becaug 
they could not agree to it or because they could not come to a decision, 
or whether there were other reasons. 

Mr. Nitze. What I said was, I would be surprised if the administr. 
tion had come to an agreement on the terms and circumstances unde 
which they would modify their present policy with respect to Ger 
many. 

Senator Humpurey. Yes, I understand. 

Senator Pastore. On this very point, and I do not mean to imp 
any impertinence, because I realize how difficult it is to deal in this 
realm and how easy it is sometimes to glamorize shortcomings of om 
administration against another for politicai advantage. That is ne 
my motive at all. But if we consider a policy of liberation, whid 
was in existence and talked about in 1952, and that is what we wer 
talking about, as against a policy of containment—I am not goingt 
get into the definition of either term—but if we talked about a ool 
of liberation, we were talking about satellite states, were we not! 

Mr. Nitze. We were. 

Senator Pastore. In their relationship with Communist Russia 

Mr. Nirze. We were. 

Senator Pastore. Now, would you not say that what you hare 
developed in your statement, our preparedness, diplomatically anl 
otherwise, to meet such an exigency, would be an integral part of! 
policy of liberation ? 

Mr. Nrrze. I would. 

Senator Pasrorr. You never saw any evidence and knew of 
such policy being developed for dealing with these situations of ip 
rising of the satellites against Communist Russia? 

Mr. Nitze. No, I have seen no evidence. 

Senator Humpurey. Senator Symington? 

Senator Symrncron. Mr. Chairman, I want to apologize for beilf 
late. As you know, these days are pretty busy. 
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Senator Humpurey. Yes, sir. 
Senator Syminoron. I am especially sorry because of my great 
t for Mr. Nitze’s superlative knowledge in this field. I have 
read his prepared statement, however. 


REMOVAL OF TROOPS FROM GERMANY—POLITICAL IMPLICATIONS 


[would like to ask the witness, if I may, a question with respect to 
hisstatement. Every time something is done, Mr. Nitze, with respect 
to the possibility of our moving troops out of Germany, to the best 
ofmy knowledge, it is viewed with apprehension to the point of bit- 
emess on the part of Mr. Adenauer. ; 

It has always been my opinion that the solution of some of the 
roblems in Kurope might well lie in Germany. I was wondering 
ifyou felt that we could make a major swing in our foreign policy 
to the point where we could in effect, circumvent the stand of Mr. 
Adenauer, provided we felt it would give us a better position in other 
parts of the world. 


POSITION OF THE ADENAUER GOVERNMENT 


Mr, Nrrzx. I suspect that what Mr. Adenauer was worried about was 
that we might withdraw forces from Germany or weaken our defense 
dforts prior to getting the type of agreement with the U. S. S. R. 
which one would need to make it worthwhile. I do not believe that 
Mr. Adenauer would really feel too badly about an agreement to 
reduce or withdraw our forces from Germany if, in fact, the Russians 
were to get behind the Bug River. I think what he is concerned about 
is that we might be tempted, under cover of offers of negotiation on 
the subject of Germany, to limit and withdraw and inadequately do 
the things which are necessary to defend Europe, short of the type 
ofagreement I was suggesting with the U.S. S. R. 

Senator Syminatron. My apprehension about this is not only in the 
ralm, you might say, of diplomatic negotiation, but in the political 
realm; that is, whether Mr. Adenauer is to be elected and reelected 
by his own people. My impression is very definite, from statements 
he has made and from reports which come out of Germany—and 
this matter came up yesterday, also, in Mr. Kennan’s testimony— 
that he believes that any proposal of this character emanating from 
the United States automatically reduces considerably the position of 
himself and his party in Germany. I was just interested in 
what your reaction would be, if you will take that as a premise: Is 
itnot at least as important that we preserve our relationship to the 
best of our ability with Germany, as it is that we improve it with 
England and France? 

Mr. Nrrzz. Yes, sir; I think it is. And I certainly would not 
propose that we take any position with respect to the subject matter 
that I had on page 4 here, except after the closest coordination of 
our policy with the German Government. 

nator Symincton. As I understand it, you say you would not 
suggest any withdrawal of part of our troops from Germany until 
that had first been made, in effect, clear with the Adenauer admin- 
istration. 

Mr. Nirzr. That is right; and unless in return therefor we got 
rally very substantial advantages from the U. S. S. R. 
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Senator Symineron. I understand that. 

Senator Humpnrey. Mr. Nitze, 1 am very much intrigued by th 
suggestion you make in your statement, which was a suggestion from, 
private citizen with a very distinguished background in the field 9 
foreign policy, a suggestion to the administration in reference 
withdrawal of forces prior to this trouble in the satellites. 


IMPLICATIONS OF POLICY OF LIBERATION 


You have said in substance, in response to Senator Pastore’s ques 
tion, that if there was a policy called a liberation policy, whig 
had been announced, that such a policy should have had as a suppk 
ment to it, or a component part of it, a followthrough as to why 
might happen in case there was a restiveness among the satellite 
Is that correct ¢ 

Mr. Nrrzr. That is correct. 

Senator Humpnrey. And that, insofar as you knew, no gy) 
supplemental or component part had been developed. 

Mr. Nrrze. Beyond the position which was in Mr. Eisenhower 
speech of April 1953, called The Chances for Peace. As I remember 
it, that speech did spell out a progression of events which the ad. 
ministration hoped would take place, and did refer to the eventu! 
improvement of the situation with respect to the central Europem 
countries. 

Senator Humenrey. Had hoped would take place? 

Mr. Nirzr. That is correct; yes. 

Senator Humrnurry. I recall, for example, in the month of October, 
a campaign month, certain statements were made that. revolts ij 
Poland and Czechoslovakia were due to administration policies. And 
then subsequently there was an effort made to have the world clear 
understand that there was no encouragement on the part of the Unitel 
States for revolt. Is that a fair statement? 

Mr. Nitze. I think that is a fair statement; yes. 

Senator Humpurey. You have said in substance that we hal 
no real followthrough policy, once Poland and Hungary indicated: 
restiveness and a desire to get out from under Soviet tyranny. 


UNITED STATES PREPARATION FOR SUEZ CRISIS 


Do you know whether we had any policy relating to the Suez Can, 
once it became obvious that there was trouble in that area? 

Mr. Nirze. Well, I doubt very much whether adequate consider 
tion had been given to what we would do if Egypt nationalized th 
Suez Canal. 

Senator Humpnrey. That is what I am getting at. For example 
there is indication, from the reports I have seen, that when the Aswit 
Dam offer was withdrawn in the manner in which it was withdraw, 
members of our Embassy, that is, the official staff of our Embassy, it 
Cairo, were terribly concerned over the fact that the Egyptian Gor 
ernment, Colonel Nasser, might nationalize the Suez Canal. Ther 
is concrete and indisputable evidence that these reflections of our En 
bassy staff were passed back to the Department of State. Do yol 
know of any policy which had been arrived at which would have mé 
the situation that ultimately developed, of nationalization of the canal! 

Mr. Nirze. I do not. 
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Senator Humrnurey. Is it not a part of a good foreign policy, 
,strong and meaningful foreign policy, to have what you might call 
daft studies, something like a general staff study of a military opera- 
ion? For example, if an attack is made here, what would be done to 
neet it. These are theoretical studies on the part of the military which 
vego through all the time, in terms of exercises. way oie: 

Should there not be something of a similar nature in foreign policy, 
that if such-and-such happens, we are ogy om to do this; or if such- 
and-such a development takes place such as, for example, the nationali- 
ation of the Suez Canal, that our policy will be this, so that you have 
aline of defense to fall back on or a point of movement that you reach 
toward ? fate 

Mr. Nrrzr. I do not think it is possible to draw a complete analogy 
between military planning and planning in the foreign-policy field. 
When one deals in the foreign-policy field, I think the situation is much 
nore complex and there are more unforeseeable contingencies, so that 
itisnot quite realistic to say that a small group of men or a large group 
of men can figure out in advance all of the things which ought to be 
done or would be wise to do in the event of this or that or the other 
contingency occurring ; while in the military field you have to do that. 
Inthe military field you have to be quite clear what it is that you will 
doif the enemy does X, Y, or Z. But I feel the foreign-policy field 
does not lend itself fully to that analogy. 

I quite agree with you that it seems to me that inadequate thought 
and preparation were given to the contingency of Egypt’s nation- 
alizing the canal. I think insufficient attention in advance was given to 
what it is we would do in the event Egypt nationalized the canal. 

Senator Humpnrey. Thank you. Go right ahead. 


DESIRABILITY OF PRELIMINARY STAFF STUDIES OF FOREIGN POLICY 


Mr. Nitze. My point, however, is not to criticize past United States 
foreign policy decisions. My point is that we should do, well in 
advance, the preliminary staff work to enable us to move promptly 
and flexibly in any new and possibly unforeseen situations which may 
arise, 

In foreign policy, surprises always take place. No one can be 
expected to anticipate them all. But the eventual palm of victory 
orsuccess may well go to the side which has devoted itself in advance 
to thinking through the basic strategy of its situation, the various 
kinds of tactical moves which are consistent with that strategie situa- 
tion, and which can therefore move more rapidly and flexibly when 
the unexpected turns up. Such advance planning also gives one the 
opportunity to create in advance the political or military means which 
will be needed to execute the necessary tactical operations once the 
opportunity arises. 

At the moment, the entire Communist world seems to have moved 
back several steps toward Stalinism, central direction, and brute re- 
lance on force. Under the circumstances, I see little immediate pros- 
pect of successful and far-reaching agreement with the Russians 
ther on political settlements or on the control and regulation of 
armaments. 
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That is not to say that well-worked-out proposals and offers tp 
negotiate might not be useful in keeping up the pressure on them. Thy 
more important point, however, is that the underlying forces whe) 
led to the preceding steps away from Stalinism have not been elinj, 
nated, and perhaps cannot be eliminated. There is continuing grows) 
of an educated class within the U.S. 8S. R. There will be continyj 
pressures for an increased civilian share of the economic produetig, 
of which Russia is now capable. 

It may well be impossible for the Soviet leaders to adjust they 
internal policies within Russia to the new facts of their inter 
situation and still maintain their brutal military and secret poli 
control of the eastern satellites. When new opportunities for actigy 
or for negotiation arise, we should be prepared to take intelligent 
advantage of them. 

Thank you, Mr. Chairman. 

Senator Humpurey. Senator Pastore? 

Senator Pastore. I have no questions, other than to say it is my 
personal opinion it is a very, very good statement. Z 

Mr. Nitze. Thank you. 

Senator Humpurey. Senator Symington ? 

Senator Symineton. I would agree to that. I would like to agp 
ciate myself with what Senator Pastore said. 


SINCERITY OF RUSSIAN DISARMAMENT PROPOSALS 


I would like to ask Mr. Nitze one question. We have had a series 
of disarmament suggestions to this country by the Soviet over a period 
of years. We have had some modifications in favor of some of the 
things that we believe important, as for example a limited amount of 
aerial inspection, and so forth. 

Based on your great experience, do you believe that the Kremlin 
leaders are really searching for some agreement with this country m 
disarmament, that they would like to have it; or do you believe itis 
primarily just a component part of their propaganda efforts to mor 
forward in the world? 

Mr. Nirzz. I frankly do not know. But to give you my judgmeni, 
for whatever it is worth, I would think that there probably wouldk 
some of both elements in their position; that they are not wholly 
unaware of what would happen to them, as well as to the rest of the 
world, in the event of an all-out atomic war. I think they also woull 
like somehow or other to work things out so that this becomes les 
likely and less probable. 

On the other hand, I think they feel that. whatever solution # 
worked out must be under their control, and this is inconsistent will 
a deal which is acceptable to us; and that, therefore, most of ther 
positions are in fact propaganda positions, even though I think ther 
is some element of real desire to arrive at a solution, and that th 
important point is, “Who is going to control what?” I think the 
want to control the mechanisms of disarmament. 

Senator Symineron. If I may ask one final question based on youl 
last statement : 

You could have no true disarmament technique procedure unles 
there was mutual control, could you? 





fore, 
and { 
mach 
would 

Ser 

Ser 
ariser 
the al 

In 
ary 1 
oppos 
tion | 
eall, i 
in we 
ee 

pu 
iho 
natur 
when 


My 
be re 
those 
woul 
this s 

Mr. 
tome 
the U 
that i 
cities 

Th 
we sh 
this vi 
is eith 
then | 
But i 
to dey 
rely 1 
I thin 

Sen 
atomi 
for a 


iN 


fers to 
n. The 
3 Which 
1 elimi. 
growth 
tinui 

ductic 


st their 
nternal 
| Police 
r action 
elligent 


t is my 


to asso 


a series 
1 period 
> of the 
ount of 


Cremlin 
ntry 0 
ve itis 
LO move 


Igment, 
‘ould kk 

wholly 
t of the 
o would 
nes les 


ution is 
nt with 
of their 
rk there 
shat the 
nk they 


on yolt 


> unles 


CONTROL AND REDUCTION OF ARMAMENTS 1049 


Mr. Nrrzz. Mutual control? I don’t quite understand. 

Senator SYMINGTON. Control where we were protected to our 
gtisfaction by, say, the United Nations, and they were protected by 
sn organization, say, by an organization which was comparable to the 
[nited Nations. 


SOVIET DISTRUST OF THE U. N. AS A CONTROL AGENCY 


Mr. Nirze. I think the Russians tend to look right up the chain of 
gho controls what, and I would think that they would take the view 
today that the United Nations is not controlled by them and, there- 
fore, is in effect controlled by the free countries; by their opponents ; 
and that, therefore, eventual control of the control and regulation 
machinery is in the hands of those opposed to them, and therefore they 
ould be dubious about having anything to do with it. 

Senator Symineton. Thank you, Mr. Chairman. 

Senator Humrnrey. Mr. Nitze, just a few questions which have 
arisen as a result of some of the other inquiries we have made in 
the area of disarmament. 

In an article, Mr. Nitze, in the Foreign Affairs magazine of Janu- 
ary 1956—and I hope it is a fair interpretation of the article—you 
opposed a strategy of all-out atomic war or so-called massive retalia- 
tion in meeting a Communist attack, and favored what one might 
all, if there has to be any violence, a limited war; that is, a war limited 
in weapons, in areas, and in targets. In other words, you seek to pre- 
vent massive atomic counterblows by each side against cities and large 
population centers. 

Now, these views were expressed, may I say, in somewhat similar 
nature or similar form by Senator Flanders and Colonel Leghorn 
when they appeared before the committee. 


USE OF ATOM BOMBS AGAINST ENEMY CITIES 


My question is this: If our military posture was such that we could 
be reasonably sure of protecting our great population centers and 
those of our allies from excessive nuclear damage from the enemy, 
would you oppose massive atomic bombing of enemy cities, even if 
this seemed to be the best means of breaking the enemy’s will to resist? 

Mr. Nrrzp. I have a hard time answering that question. It seems 
tome that under current circumstances, if we get into a full war with 
the U.S. S. R., we probably will use atomic weapons of all sizes, and 
that it will be impossible to limit the targets so that they do not include 
cities and centers of industrial production. 

The argument I was making in this piece was that it seemed to me 
weshould address our policy toward trying to get to a position where 
this would not be as necessary as it is today. Clearly, if the alternative 
seither Russia defeating us in an all-out war, or we defeating Russia, 
then I would say we have got to do what it takes to defeat Russia. 
But if it were possible for us—and I think it could be possible for us— 
todevelop forces and a strategy which would make it not necessary to 
rly upon attacks on civilian centers of life and of production, this, 
Ithink, we should do. 

hator Humpurey. Assuming, Mr. Nitze, that if city-to-city 
atomic bombing could be or should be avoided, is there any valid need 
for a stockpile of large thermonuclear weapons? 
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Mr. Nrrze. I would think that the first priority to which we haye ty 
address ourselves in our military planning is to have the capability of 
deterring Soviet use of any type of weapon they might have, which 
includes thermonuclear weapons. So I think we must have a stock. 
pile of thermonuclear weapons to have an adequate deterrent to the 
Soviet use of similar weapons. 

Senator Humpurey. One of these days, we will have to get bac 
into this matter of the testing of the large thermonuclear weapons 
as to whether or not this is something which can be justified from 
security point of view, from a moral point of view. 

If you continue to build larger and larger weapons, and the pro 
spective enemy continues to build larger and larger weapons, the 
presumption is that some day they are going to be used. Is that not 
a fair presumption ¢ 

Mr. Nrrze. I think it would be an excessive presumption. I dp 
not think one has to presume that weapons which one has are going 
to be used. There is a danger they are going to be used. 

Senator Humrurey. If conflagration breaks out, I mean, you ar 
going to look for a place to use them. é 

Your theory, as I understand the article, was to try to arrive ata 
situation through agreements, or through negotiation, to limit Weap- 
ons, limit the objectives for weapons ? 


OUR CAPABILITY OF HANDLING A LIMITED WAR 


Mr. Nrrze. I think the point was a somewhat different one, Senator, 
It was that we ought to develop the capabilities so that the reliance 
which we had to put upon our capability for using bigger weapons 
was reduced. 

In other words, if we had real capabilities for fighting limited war 
or handling situations without the use of atomic weapons, then ther 
would be less pressure upon us to rely upon our capability of using the 
big weapons. 

Senator Symincron. Would the Chair yield there for a comment! 

Senator Humpnrey. Yes. 

Senator Symineron. I think it is understood and agreed that we 
have not real capability to handle a limited war. If the Soviets feel 
that we do have the ability to handle an all-out war and that they 
also have the same ability, but that they have the ability to handles 
peripheral war and, especially as a result of what has been going m 
with our allies recently, we do not, have we not in effect given them 
a great incentive to continue limited aggression ? 

Mr. Nirzr. I believe we have, and I think we run a grave risk of 
piecemeal defeat if we do not develop the capability of handling lim 
ited situations with limited means. 

Senator Humpnrey. This was the preponderance of the argument 
in your piece. 

Mr. Nirze. That is correct. 

Senator Humpnrey. You urged this particular kind of defensive 
strength. 

Mr. Nirze. Yes. 

Senator Pastore. As a matter of fact, that might have been the pre 
cise reason why Nasser took the chance on the nationalization of the 
Suez, realizing the fact that maybe the big powers would not mor 
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for fear of an all-out conflagration. Therefore, he took a gamble on 
asmall war, figuring that the big ones would not step in. 

Senator Humpurey. Mr. Nitze, would you consider it in the national 
interest of this country to supply our allies in Western Europe with 
delivery systems such as rockets and missiles, capable of carrying 
atomic warheads 4 ; | | 

Jn addition, should we furnish them with atomic warheads as they 
have been recently reported as requesting ‘ ; 

Mr. Nrrzz. I am not clear on this issue. I have some feeling those 
who would like to supply our allies with atomic weapons do so when 
they want to get out of the trouble and the liabilities of conducting 
an alliance, and that this is a way in which one gets to a more uni- 
lateral position. | | 

If this is what is behind the proposal, I am against it, because I 
think we ought to address ourselves to the tough and difficult things of 
really conducting a coalition and doing it well. | 

Senator Humpnurey. Just one or two more questions from me, sir. 


ARE OUR FOREIGN BASES NEGOTIABLE ? 


In the same article to which I referred earlier, the January article 
inthe Foreign Affairs publication, you emphasized the importance 
of our overseas bases in giving the United States a strategic advantage 
over the Soviet Union; and pointed out and stressed the importance 
the Soviet places, in its diplomacy, on removing the outlying bases of 
the United States. 

My question is, then, would you consider our possession of those 
lases as negotiable in a comprehensive disarmament agreement ? 

Mr. Nirzz. Yes; 1 would consider them negotiable, even though I 
consider them of the greatest importance. It depends on what you 
get for it. 

Senator Humpurey. That was my next question: What do you feel 
would be the concessions which we could expect or should expect from 
the Soviet Union, which has no far-flung overseas base establishment, 
at least equivalent to ours, to balance the concessions that we might 
becompelled to make under such an agreement ? 

Mr. Nirzz. Frankly, 1 have difficulty in visualizing a far-reaching 
control and regulation agreement which does not involve the collapse 
of the iron and bamboo curtains. 

Senator Humrurey. Yes, sir. 

Mr. Nirzz. And if this were to happen and if you had—I think 
this would involve some degree of evolution or modification of the 
Soviet system itself, which would give you a greater overall »rospect 
for not only peace but a world in which one could hope to live and 
develop the way we have wanted to. 

Senator Symincron. Would the Chair yield there for a question ? 

Senator Humrnrey. Yes, indeed. 

Senator Symincron. Mr. Nitze, you have been very close to the 
National Security Council over a period of years. Inasmuch as our 
Air Force is built primarily around a bomber that is not primarily 


; “i mtercontinental bomber, in other words, a bomber which is depend- 
p eit toa large extent on foreign bases, namely, the B-47, we should 


ipproach any idea of giving up foreign bases only upon the premise 
that we are really going to get something concrete in return. 
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Would you say that was a fair statement? 

Mr. Nirze. That would be my view, Senator. 

Senator Humrurey. I would like to ask you this question, My 
Nitze: 


ADEQUACY OF MILITARY FORCES TO SUPPORT OUR FOREIGN POLICy 


Do you feel that the present military strength of the United Stat 
in terms of its variety of weapons and forces, is adequate to full 
the commitments we have under treaties, obligations of executip 
agreements, mutual assistance pacts, and so forth, and at the sap 
time to meet an attack which is of a limited-war nature and not real} 
an all-out war? 

Mr. Nrrze. I do not believe it is adequate for all those purpogy 
Mr. Senator. 

Senator Humrurey. Is it equipped adequately then, just for th 
purpose of meeting, fulfilling the commitments we have alread 
entered into in terms of our treaty obligations and other obligatioy 
of an Executive or of a treaty nature? 

Mr. Nirze. Well, it would seem to me that the more important poin 
is that I doubt whether it is adequate really to support our forig 
policy. 

Senator Humpnrey. That is what I am trying to get at, sir, 

Mr. Nirze. It may be adequate to support our commitments, Bu 
the means which we have available to support our commitments ay 
primarily a great capability of all-out atomic warfare. And dow 
want to be restricted to this means to fulfill our commitments! 


Wouldn’t we prefer to have adequate lesser means to support ow 
foreign policy and our commitments than these ? 
Senator Humpnrey. Thank you very much. 


COORDINATION OF SPECIAL ASSISTANT’S OFFICE WITH THE DEPARTMENT ( 
STATE 


Do you consider it sound, from the point of view of policy formu 
tion and execution, to have a special assistant, an office with respons. 
bility for disarmament policy, an office which is independent of, 
least in terms of its assignment, the Department of State? 

Mr. Nirze. I think this depends largely upon the wishes of th 
President as to how he wants the executive branch organized. I mys 
tend to prefer a system of organization in which the President plats 
greater reliance upon the Secretary of State and the State Departmet 
for the coordination of the various parts of foreign policy. But ifth 
President prefers to operate with more of this coordination done 
the White House, it would seem to me this is the judgment he ba 
tc make. 

Senator Humpnrey. Is there not the risk, under this sort of a sett) 
that the disarmament agency and the State Department might appe 
to be talking with two separate voices on the subject of disarmamel 
and that there would be a lack of coordination ? 

Mr. Nrrze. The President can assure coordination. : 

Senator Humpurey. Is it your view that there has been coordili 
tion, Mr. Nitze, or has there not been coordination ? 

Mr. Nrrze. It has been my view that there has been considera 
coordination. Not that there has been agreement between the Sit 
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Department and Mr. Stassen’s office. But even if the control and 
regulation of armaments work were done within the State Department, 
here would probably still be disagreement between various parts 0 
ihe State Department. 

[don’t think it is healthy to look for complete agreement on the part 
ofall the various parts of the United States Government. It seems to 
ne you do need some differences of points of view, and then some deci- 
gon on the part of the President and his responsible advisers as to 
what course you are finally going to follow. 


THE RESPONSIBILITY FOR PUBLICIZING POLICY DISCUSSIONS 


Senator Humrurey. I was a little interested in this, because I sat 
ina meeting in New York City about a month ago at which I was 
supposedly briefed on matters of disarmament policy, and I was told 
there would be no statement made about it and no discussion about it 
mti] we had further discussions, since it was supposed to have been 
aresponsibility of mine. Then I picked up the New York Times only 
to find all kinds of discussions about it and nobody seemed to find 
out where the statements came from. I have not been able to find out 
yet. I think this is one of the great guarded secrets of all time. The 
State Department disavows any responsibility for the statements, 
and apparently Mr. Stassen’s office is iot sure how they got out. Some- 
how or other, they must have a separate disarmament policy up at the 
New York Times, because that is where I read about it. 

Iam not picking on the newspaper, because it is a wonderful paper. 
This was not just a matter of pique with me, because I talked with the 
British and French representatives and they, too, were assured there 
was not going to be anything said about it, and it was said—how do 
you operate under those terms? Is that good government? Is this 
the way you make good policy, Mr. Nitze? You were in the Govern- 
ment. I would like to know, is that the way you would operate? 

Mr. Nrrze. I don’t think I can comment on this, Senator, because 
Ijust don’t know the facts. 

Senator Humenrey. Well, I gave you the facts. I wonder if this is 
the way that we expect the Department of State and the special assist- 
ant’s agency to operate? Is this the way you get information? Is this 
the way you coordinate policy, through the newspapers? 

Mr. Nrrzz. I just don’t think I am in a position to comment on this, 
Mr. Chairman. 

Senator Humenrey. Well, thank you. I shall not push the point 
any more. 

I might say it is becoming somewhat of a habit. I notice that the 
Middle Eastern proposal also came out in the same way. Of course 
itis helpful to get it publicized; everybody shares in it at once. You 
get sort of a composite thought about it. 

Senator Symineron. Mr. Chairman, I want to ask one question. 


OUR FOREIGN POLICY AND THE MIDDLE EAST RESOLUTION 


Mr. Nitze, if you do not want to answer this question, it is all right 
with me. We must vote in the next few days on this so-called Middle 
Fast resolution. That resolution is tied up a great deal with future 
plans for armament and disarmament. 

87819—57—pt. 11——7 
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Based on your experience, I would like to ask this question and 
get your personal opinion: Do you think that this request for 4 
resolution to be approved by the Senate is a request, in effect, to give 
blanket approval to do nothing; in other words, let events contin y 
create our policies? Or do you think it is a blanket request to & 
something; in other words, start making policies which create events! 

Mr. Nirze. I think it is the second, but I think it is a very tentative 
preliminary beginning of trying to develop something. 

Senator Symrneron. Thank you. 

Thank you, Mr. Chairman. 

Senator Humpnrey. Thank you. 

Thank you very much, Mr. Nitze. 

Our next witness is General Groves. 

General Groves served as head of the Manhattan project which 
developed and produced the atomic bomb. He was one of those why 
helped in the preparation of the Acheson-Lilienthal report on th 
international control of atomic energy, and also served as a consultant 
to the United States delegation to the U. N. when Mr. Bernard Bary 
proposed what became known as the Baruch plan. 

During his last years of active duty, he commanded the special 
weapons project in the Department of Defense. He agreed to com 
and help us as a witness, and stated he wanted to speak, not from, 
prepared statement, but just from an oral presentation ; is that correct! 


STATEMENT OF LT. GEN. LESLIE R. GROVES, FORMER HEAD 0} 
THE MANHATTAN PROJECT 


General Groves. That is correct, sir. 
Senator Humpurey. General, perhaps you would like to make som 
overall comments. Please proceed. 


GOOD FAITH PREREQUISITE IN NEGOTIATION 


General Groves. I would like to make one overall comment which] 
think is all-important in the consideration of any agreement leading 
toward disarmament or attempted disarmament, and that is, it all de 
pends on what reliance you can place in the present intentions of the 
people with whom you are making the agreement, and what conf. 
dence you can place in the intentions of their successors, whether thos 
successors are elected or whether they manage to seize power in om 
way or another? 

Certainly the record of international agreements has not been a par 
ticularly pleasant one. All nations have violated them, apparently, 
some nations more than others. A great many of them have violated 
them, apparently, just for the pleasure of violating them; and of cours 
that is true of our principal opponent in world today. Her record 
of keeping agreements is practically zero. 

And yet when we look at others, other nations, we find that some 
what the same thing has happened, and it certainly makes one who 
has studied that phase of international affairs a little concerned 
about placing too much reliance on any agreement of any kind. i 
is a question of : Will they keep the agreement beyond the point wher 
it is to their advantage to keep it? And, if so, how much of a disad- 
vantage will they incur? 
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[have never forgotten the opinion of the Supreme Court as ex- 
ressed in the Gold case, that the first duty of a nation was to preserve 
lf Now, whether we agreed with that decision or not, that was 
ihe statement of a Chief Justice who was certainly on what we would 
am the conservative side, and I think that is a lesson for us that 
se should never forget. Certainly it was always before us in the 

tiations, the attempted negotiations, before the United Nations 


a Mr. Baruch. 


[think that is about all that I would like to comment on. 
CONTROL AND INSPECTION UNDER THE BARUCH PLAN 


Senator Humenrey. May I just ask you a question at this point 
shout some of these negotiations and some of the fine work that was 
yeomplished during your service with Mr. Baruch at the U. N. 

At the time of the formulation of the proposals for the interna- 
imal control of production of fissionable materials, which became 
inwn as the Baruch plan, was it foreseen that there would be a 
roblem of accountability of past production if agreement were not 
rached within a few years? 

General Groves. No, there wasn’t too much appreciation of that 
fect, and I think the reason for that has never been fully explained. 
[have never seen it explained or discussed, and that is the tremendous 
erease in the production of uranium-bearing ores that were useful 
for the production of fissionable materials. And that stemmed from 
the fact that originally, during the war, we used ores of very high 
made, and as the war went along we used a lower and lower 
made. Then, shortly after the war or just before the war ended, 
we started very serious studies on how to use very low-grade ores. 
And it was the development of those studies that led to what I would 
iam the surplus of uranium today, because it has been developed, 
Ithink, into a surplus—nothing that we would want to throw away, 
ieause we must think of the future—but from the immediate use 
tandpoint, it is a surplus. That is the great reason, I think, why 
wmsideration was not given to that fact. And, of course, also the 
ussion of Mr. Baruch was not to think what would happen 10 years 
ftom now, but how could he get a satisfactory agreement. 

Senator Humpurey. I gather it is quite common knowledge that 
recannot really ascertain or account with certainty for the production 
ofthe past. 

General Groves. Oh, I am sure that we could not. 

Senator Humpnrey. Therefore, do you believe that much of the 
Baruch plan is sound and relevant for the control and inspection of 
ature production of nuclear matrials? 

General Groves. I do not believe that it is too sound today, particu- 
tly because of the ability today to use these extremely low-grade ores, 
ind also because of the production that has gone on, the knowledge, the 
gowth in the knowledge. At the time of the plan, it would have been 
wssible to have kept pretty accurate track of who was learning how 
mich about nuclear matters, and today that would be utterly im- 


possible, 
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TRANSFERENCE AND USE OF FISSIONABLE MATERIALS 


Senator Humpurey. There are certain protections as to the tray 
ference of fissionable materials under the Atomic Energy Act of 194 
and also under the proposed International Atomic Energy Ageng 
which our friend and colleague here, Senator Pastore, knows so my 
about and helped prepare. The methods of inspection are providy 
under both statutes to insure that the fissionable material supplied tj 
another nation is used only for peaceful purposes. 

Now there are these bilateral agreements which provide that repp 
sentatives of the United States Atomic Energy Commission cap gh 
serve from time to time the condition and use of any leased materia 
and observe the performance of the reactor in which the material; 
used. How does this provision compare with the kind of inspectig 
envisaged in the Baruch plan to account for fissionable materiak! 

General Groves. I think the basic difference is that under the png 
ent plan, we know how much material is being handed to a foreig, 
nation, and therefore we can follow that amount of material; wher 
under the Baruch plan, the necessity was created of finding out hoy 
much was being mined. It was not being supplied from one centr] 
source which was under our control, so that we had no assurance 
being able to tell that. 

And that was the reason that it was absolutely essential to have; 
complete breakdown of the Iron Curtain, in order to have inspection 
a satisfactory procedure; and from the Russian standpoint it mem 
a complete breakdown not only of people from abroad getting inh 
Russia but, what was much more dangerous to Russia, of Russians l. 


ing able to go abroad in large numbers and being where they could 
be watched every minute of the day. And to me, that was always; 
much more objectionable feature of the plan to Russia than the fag 
that we might be able to go into Russia. 


CONTROL UNDER THE INTERNATIONAL ATOMIC ENERGY AGENCY 


Senator Humpurey. Under the statute establishing the Intem 
tional Atomic Energy Agency, various methods are instituted t 
provide safeguards against diversion of this nuclear material fe 
other than peaceful purposes. Examples are examination of th 
design of a reactor, to insure that there will be no military purposeit 
volved; the examination of operating records for accountability d 
source of special fissionable materials; approval of the means d 
chemical processing of irradiated materials: and deposit with th 
agency of any excess fissionable material. Those are some of then 
There are more. 

Do you think that these inspection features can be made applicabh 
to the control of production of fissionable materials in an arms cont 
agreement ? 

General Groves. No, I don’t, because I haven’t been able to visualiz 
just how you could-get the initial control of the ore and of the 
you cannot get that, then you cannot find out where it goes to. 

As I said before, once you get it into this form, you can trace it fait 
well. They may, people can, divert it. I think it would be possibh 
over a course of a number of years to divert an appreciable amow 
of material, maybe enough for 2 or 3 bombs, but they couldn’t mak 
a wholesale raid on that material. 
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Senator HumPHrey. Go ahead, Senator Pastore. This is your area. 
Senator Pastore. And would you not say, General, even consider- 
wo the safeguards in the international agreement, that is, the inter- 
ational agency for the peaceful use of atomic energy, even there there 
sacalculated risk? 
General Groves. There is a risk, of course, and that is why I said, 
Snator, there is the possibility they might be able to divert enough 
make 1 or 2 or 3 bombs, but not on a wholesale basis. ‘ib; 
Senator Pastore. Because you could always follow the original 
gurce, and there is no relation between this subject we are talking 
about and entering into an agreement. 

General Groves. As a matter of historical interest, the amount of 


gaterial of U-233 that was stolen by Dr. Alan May up in Canada 


ud sent to the Russians was actually diverted just that way. 

In other words, apparently he just sneaked a very small amount 
utof his various processing work, just as if you would take a glassful 
#¢milk and pour it out, and then there is always a little milk left in 
i,and he just scraped up those remnants and accounted for a normal 
igs, and he didn’t have a normal loss. 


DETECTION OF HIDDEN SUPPLIES OF FISSIONABLE MATERIALS 


Senator Pastore. General, could you give us your opinion on the 
ikelihood of our developing either the technical knowledge or the 
technical facilities to detect hidden supplies or storages of atomic 
mbs or fissionable material 
General Groves. Well, all I can say is that I would rather be on the 
side of the man who was concealing it than the side of the man who 
was finding it. 

Senator Pastore. What I am asking you is a question as to the pros- 

ts. The reason I ask this question—I think I should give you a 
predicate for it—is that there has been so much talk about agreeing to 
wtlawing the bomb, and one of the best arguments made against enter- 
ing such an agreement is, of course, the fact that you could violate 
the agreement without any certainty as to detection of the violation. 
This brings us down to the subject of what is being done along the 
ines of developing the technical knowledge or the technical facilities 
norder to detect these violations, and what are the prospects of de- 
roping them ? 

You are quite a man in the field, and I am asking you your opinion. 
General Groves. I would say the prospects of developing it so that 
you would be certain are practically nil. I can’t put it any stronger 
tanthat. I think that you may develop it, but I would be very much 
wprised. I cannot imagine it any more than I could see how you 
wuld develop that somebody was in a house which contained a $20 
gold piece—how would you find out a way of finding that out without 
jist taking the house to pieces ¢ 
Senator Pasrorr. That being so, and then reverting back to the 
predicate that you stated in your general observation—that inasmuch 
isthese agreements must remain dependent upon the integrity of the 
ittions dealing in these agreements, and which have been so sorry in 
the past-—what would you say the prospects for entering into a dis- 
imament agreement are with Russia? 

General Groves. Well, I would say they were very poor. 
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Senator Symineton, Mr. Chairman, may I ask a question? 
Senator Humpurey. Please, Senator Symington. 


Senator Symreron. General Groves, you say they are very poor 


Ce 


and you opened your one statement by talking about the importay 
of being careful about whom we are dealing with. 


I am very glad to see you again, and incidentally, I was reading 
about you in Dr. Compton’s new book on this whole subject. He think 
as highly of you as I know you do of him. 

But regardless of the difficulty, it is necessary for us to pursue g 
continue to pursue every effort possible for disarmament as the op} 
true method toward world peace; would you agree with that? 

General Groves. Fully. 

Senator Symineron. So that if we could get a mutually q 
upon evasion-proof disarmament plan, you believe that would be beg 
for the world; do you not? 

General Groves. I certainly would. 

Senator Symincron. I was reading a talk a short time back by Dp 
Teller before the Naval Radiological Laboratory in California, jj 
which he pointed out that the cost of production of uranium is really, 
in effect, evolving like all other new products. : 


J 


ATOM BOMB MANUFACTURE BY SMALL NATIONS NOW A POSSIBILITY 


I believe he said that it had gotten down to a cost of $10,000 a pound 
This was in effect an unclassified talk. I took that figure and went 
to some people who know a lot about this subject, which unfortunately, 
in my opinion, the American people do not know enough about, and 
asked them whether, as we continue development of peacetime reactors 
and we continue very much to reduce the cost of fissionable material, 
it would not be possible for a small country—I used, for example 
Egypt and Cuba—to make hydrogen bombs on the side, without it 
being known, as well as large countries like this country or England 
And this scientist said, “Absolutely.” Would you agree with that? 

General Groves. I would agree with that, and I think that under the 
present developments and the rate, it is not at all out of the way topic 
ture that. Just as firearms brought about an equalization of the big 
men and the little men, so the atomic and nuclear weapons will i 
not too many years bring about a complete equalization between the 
big nations and the little ones, and it will become then a case of wht 
has the nerve to start something and who would be punished the mos 
if he did start it. 

Senator Symineron. Or the stupidity. 

General Groves. That is right. 

Senator Symineron. And do you not think that it is unfortunate 
that the American people really know practically nothing about the 
fact that today or tomorrow it is going to be just about as easy fora 


tiny country to produce these weapons as it is for the United State | 


or Russia ? 


ATTITUDE OF THE AMERICAN PEOPLE TOWARD THE PROBLEM 


General Groves. I think it is very unfortunate, but my experienc 
Senator, has been that, starting in with 1945, the average Americal, 
as soon as nuclear energy or atomic energy was mentioned, threw i 
his hands and said, “That’s too deep for me. We will trust it toa 





you pec 
the Wa) 
were ab 
Sena’ 
eral me 
inform: 
(rene 
to try ' 
of thos 
hold. 
to the s 
~ that. 
Sena 
really ¢ 
Gene 
and let 
Sena 
(iene 
Sena 
in thei 
(iene 
sons al 
are, aN 
were. 


Sena 
interes 
this su 
have b 

Sena 
ator H 
and I 
Energy 
tunity, 

Wor 

Sens 

Sens 
nitted 

Sen: 
been hi 

Sens 


Tiews, 


Is it 
now 0 
aspect 
thoriu 
hecess: 
entire 


ound, 
CL Went 
nately, 
ut, and 
‘eactors 
aterial, 
ample, 
out its 
ngland, 
hat? 
der the 
to pie- 
the big 
will in 
een the 
of who 
16 most 


CONTROL AND REDUCTION OF ARMAMENTS 1059 


ou people who understand it.” And that has been the difficulty all 
iheway through. I do not think it will change until the people who 
sere about 10 years old in 1945 grow up and start to run the country. 

Senator SyMinctron. Well, is your criticism a criticism of the gen- 
gal mentality of the American people or is it a criticism of the lack of 
formation that has been given to the American people? 

General Groves. No; I think it is a refusal on the part of the people 
jotry to understand it; and it has also been an inability on the part 
ofthose who did know to impart the information in a way that took 
hold. I think the fault is on both sides, and I don’t think it is due 
io the security restrictions, because there was enough out in the open 
» that, if people wanted to understand it, they could. 

Senator SymiNGToON. I just feel the American people at the moment 
rally do not care much about it or want to know much about it. 

General Groves. I think they just felt it is an unpleasant subject, 
and let’s not talk about that. 

Senator Humpnurey. Unless you are 14 or 15 years old. 

General Groves. Then you are all right; you understand it. 

Senator Humpurey. I think it is fair to say that the young people 
intheir teens are very alert to this. 

General Groves. Well, it is exactly the same way, Senator, as our 
ons are much more understanding of radio and television than we 
are,and we are more understanding of an automobile than our fathers 


were. 
LACK OF INTEREST OR LACK OF INFORMATION 


Senator Syminetron. I would like the record to show that the dis- 
interest of the American people regardless of age with respect to 
this subject is because they have either been given no information or 
lave been given misleading information. 

Senator Humpnrey. I will accept that from my good friend. Sen- 
itor Hickenlooper, we have one of your good friends here before us, 
ind I see we have two members of the Joint Committee on Atomic 
Inergy present with us this morning. I want to give them an oppor- 
tunity, General, for any interrogation they may wish to offer. 

Would you care at this time, Senator Hickenlooper ? 

Senator HickenLoorer. Has General Groves given a statement here? 

Senator Humpurey. Just a brief oral statement and then he sub- 
nitted himself to any questions you would like to ask. 

Senator HickeNtoorer. I would like to defer to somebody who has 
ben here a little longer than I. 

Senator HumPurey. Let me ask another question to get the general’s 
views, and this may provoke more from our colleagues. 


INSPECTION AT THE BASIC SOURCE 


Is it possible to have an effective inspection system—I am speaking 


| how of an inspection system on nuclear arms that is limited to some 


ispect of nuclear production, such as the mining of uranium and 
thorium or a check on the chemical and metallurgical plants, or is it 
hecessary, if you are to have effective inspection, to have it over the 
aitire operation of nuclear production ? 

General Groves. I think it is necessary to have it on one phase 
ly because this does go through a certain chain. But I would 
ke to emphasize it is important to be certain that everything in the 
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chain does go through that and there are not some hidden diversions 
That brings me to something that I want to emphasize and that; 
that, as military developments have gone along through the years re 
first started to rely on cavalry for reconnaisance and then we started 
to rely on the airplane, but the fact still remains that the only way 
you can say that something isn’t there is to have a man go there ani 
look and walk over the ground and see that it isn’t there and that j 
the essential thing in this type of inspection, that you must hay 
people, they must go there and they must look, feel, and smell pe. 
sonally and not by examination of some photograph or by somebody 
who went down a nearby road. ; 

Senator Humpurey. Are there any key points, General, which coulj 
be kept under observation or surveillance to insure that a nation was 
not diverting nuclear production to military purposes? 

General Groves. I don’t think there is any such point, excepting 
right at the basic source which is in the ground. As it comes out @ 
the ground I think you do have a chance there to tell how muchis 
there. 

Senator Humpnrey. Is there any point, General, in the processing 
of fissionable materials where there is the greatest possibility of th 
diversion for military purpose or for production of weapons? 

General Groves. I would think if you are going out to violate 
deliberately, which I think is what we have to guard against, no 
the individual who strives to steal a little. 

Senator Humpnrey. Yes. 

General Groves. If you are going out after the deliberate violation 
I think it would be taking it out of the ground and then having secret 
processing plants there from there on up. 

Senator Humpnrry. So the key point of any observation would 
right at the initial stage. 

General Groves. At the initial stage. 

Senator Humrnrry. Is it reasonable to determine with a degree of 
accuracy the amount of special fissionable products which a specified 
reactor should produce within a certain period of time? 

General Groves. It is very easy to determine how much you think 
it ought to produce, but there are always reasons why it does not pr 
duce that much and those are always possible to improvise. I think 
you would have no real security except being around that plant anf 
keeping eyes and ears open all the time to see that there was not any 
hidden diversion, and you would always have the problem of whether 
there was anything put into that piping, in the building of the plant 
that in any way could be diverting material. 


AERIAL AND GROUND INSPECTION 


Senator Humpurry. In the past the need for open skies, aerial » 
spection, has been emphasized as a necessary part of any disarmamett 
plan. Iam correct that in the Baruch plan there was a great deal df 
emphasis upon aerial surveys and ground inspection ? — 

General Groves. Every type of inspection: there was no limit tot 

Senator Humrnrery. From the standpoint of nuclear weapons ai 
the Armed Forces which employ them how much weight do you place 
on the importance of aerial inspection as compared to ground inspet 
tions? 
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General Groves. I think they are complementary. The area of 
Russia or of any other country is so great that you couldn’t cover it 
on foot, you have to start and eliminate the certainties that they are 
ound not to have anything there and you would use the air and the 
notor vehicle and the man on foot, all as complementary to each other. 


STOCKPILING OF EXPLOSIVE WEAPONS 


Senator Humpnrey. I am just going to ask you a couple of more 
questions in this area because your point of view and your expressions 
are very important to us, General. } y 

Ina fetter to Premier Bulganin on March 1, 1956, President Eisen- 
hower stated that, contingent on the satisfactory operation of an air 
and ground inspection system, we— 
gould be prepared to work out with other nations suitable and safeguarded ar- 
rangements SO that future production of fissionable materials anywhere in the 
world would no longer be used to increase the stockpiles of explosive weapons. 

Would this differ appreciably from the proposals contained in the 
Baruch plan, allowing for the fact that it is recognized that there is 
no accountability for past production ? 

Do you think that it is actually possible to insure that all future 
production of fissionable material would be used for peaceable purposes 
and peaceful purposes only ¢ 

General Groves. Well, you mean peaceful up until the declaration 
ofwar. From that time on of course if the war did come, then a na- 
ttion could seize the material within their own borders and use it. 

Senator Humpurey. That is correct. It is better to say that you 
can see to it that it is not stockpiled in weapons. Is it possible to in- 
sre that all future production of fissionable materials—if you got 
smething along the line that the President’s letter in exchange with 
Premier Bulganin indicated—would not be stockpiled in weapons? 


RISKS IN SUPPLYING FISSIONABLE MATERIALS FOR PEACEFUL USES 


General Groves. I would like to define “stockpiling” for a moment 
because that is one of the areas in accord with what Senator Symington 
hassaid we have never been able to tell the American people fully and 
get it across, and that is that your uranium 235, for example, can be 
put into any form you wish it to be in, but within a few days it can be 
converted into material suitable for weapon use. In other words it 
sjust like taking a piece of soap and melting it and pouring it into 
anewmold. It is just about that simple. And that is the thing that 
has misled people 1 think at first glance into thinking that you could 
smehow mark this material for peaceful uses only and that it would 
never be used for any other purpose. 

Senator Humpurey. That leads to this question: 

Do you perceive, or foresee, any technical problems which might 
complicate our recovery of U-233 or plutonium from the countries to 
which we have provided reactor fuel ? 

General Groves. I think there could be a lot of things that could 
cme up that would make those countries object to returning them. 
Suppose we gave the material to them on a certain basis and then we 
tlaimed they are violating the agreement and they say they are not. 
How are we going to go over to that country and get that material 
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back except by force of arms, and we wouldn’t want to initiate a war 
over a thing of that character. That is one of the troubles that you 
get into. 

Senator Humpnrey. This was one of the calculated risks that Sena. 
tor Pastore talked about. 

General Groves. That is a risk that Senator Pastore was talkip 
about and is one we have to take if we are going to do it. I woul 
like to emphasize that I am in favor of that general idea of taking 
the risk. 

Senator Pastore. As a matter of fact you had precisely the game 
trouble with relation to the agency as against the recipient nations 
as we would have in the bilateral treaties of the United States Gover. 
ment with a reciprocal government. 

General Groves. That’s right. Your basic problem in the inspee. 
tion and the idea of it is what do you do when a nation violates the 
understanding or the agreement? The Baruch proposal was yoy 
definite, and that was that at the first sign of violation we went ty 
war, and we went to war without asking any questions . If they 
fused to let an inspector for example into a building, we immediately 
started the war because that is the only way you could enforce it, 

Senator Pasrore. But there is an important point to make here, 

This choice and this judgment is not the sole responsibility of th 
United States Government. If we had the sole monopoly in the knowl. 
edge and materials, of course we could pretty much decide and choog 
exactly what the situation might be in the future, but we are facej 
with a world situation that these materials and this knowledge is ip 
the possession of other governments, some friendly and some not » 
friendly, and they could make this distribution throughout the worl! 
and you would still be taking that calculated risk insofar as world 
peace is concened. 

General Groves. That’s right. 

Senator Pastore. That is the important point that has to be emphe- 
sized. It is not something which is exclusively our own choice of 
doing. 

General Groves. No. The original Baruch proposals were very 
definite that as soon as a few years passed this would be entirely under 
the control of the U. N. and it would be the U. N. that would i 
stantly go to war with a violator. 


ADEQUACY OF TRAINED SCIENTIFIC PERSONNEL 


Senator Humpurey. General, some testimony we had last winterit 
the early stages of our inquiry into this subject matter indicated that 
in an inspection system you would have a difficult problem of having 
adequate numbers of trained scientific personnel . You didn’t put 
somebody out there just to look at something. It had to be somebody 
who knew what he saw when he saw it. Would you have any observ 
tion that you would like to make on that? 

General Groves. I think it would be extremely difficult to get ade 
quate personnel, both as to competence and as to numbers, because the 
men who are competent to do the job would be men who would nol 
be interested in doing that kind of work and that is shown very clearly 
in industry today where it is always easy to hire an engineer for de 
velopment and research but you can’t get him to take a job at 25 per 
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wat more pay that is just a maintenance job. And this would be the 
jullest kind of maintenance work and I think you would find that 
yu could get, you could not staff it as far as the American quota went. 
‘You could not staff it maybe with over 5 percent of the staff that 
sou required if you held to your standards of what the man should 
ior know. oe ee 
Senator Humpnrey. Are you indicating that no matter if you could 
ain them, if you had the personnel and you had a program of bring- 
ing forth adequate numbers of trained personnel, you couldn’t hire 
q 
Brel Groves. That’s right, they wouldn’t work on that kind of 
york. They might do it for a year or two, but you wouldn’t have a life- 
ime service or you wouldn’t have the experience that would be re- 
quired 


CONTROL OF THE ICBM 


Senator Humpurey. With that in mind one of our witnesses, when 
ye were up in Boston listening to some of the experts from MIT, 
pointed out to us that time was sort of running out on the matter of 
the intercontinental ballistic missiles with hydrogen warheads, and 
that, if we weren’t able to arrive at some kind of a foolproof inspection 
gstem on this new weapon or to prevent it from coming into being, it 
wuld very well be completed, made operational, and then so totally 
oncealed that you never would be able to find it until it was used. 

Would you care to comment on the desirability or the practicability 
of getting control over such a weapon prior to its full development, 
ud what would you recommend, if anything, that we do with this 
ICBM situation ? 

General Groves. I think we are in the same situation there that we 
wewith allarmament. Unless the other people have the will and the 
intent to disarm and to maintain that disarmament there is nothing 
much we can do about it. 

Senator Humpurey. Do you feel that this time period is of more 
importance here ? 

eneral Groves. I think it is very important. I would like to em- 
phasize that we had hopes back in 1945 that if we couldn’t get an 
agreement with the Russians, and I don’t think that anyone in his 
nghtmind thought we could because of the Russian attitude, that even 
ifwecouldn’t get it, that every year we postponed any armed conflict 
ve would be better off as far as the world was concerned. From the 
United States military position, I think it was unquestionably true, 
md recognized, that purely militarily we would be better off if we 
wtiled the thing right there and then when we had the advantage but 
om the world standpoint—and our position of being able to look 
ouselves in the mirrors in years to come—anything that could delay 
ityshowdown would be better because by that time there was the hope 
tat the situation in Russia would improve and that the Iron Curtain 
vould start to get a little leakier. 

Senator Humpnrey. Which it has? 

General Groves. Yes; it has, but it hasn’t progressed as far as we 
vould like to have it progress. There was a definite feeling that 
wery year you postponed the actual conflict the better off you were. 
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DETECTION OF ATOMIC TESTS 


Senator Humrnrey. On this very explosive subject of testing of 
nuclear weapons, General, let’s assume for a moment that, if an ores, 
ment were made to halt future testing of nuclear weapons, could such 
tests be carried on without our knowledge by a party to the agreemeny! 

General Groves. I am sure they could. 

Senator Humpnrey. You are sure they could? 

General Groves. Yes, sir. 

Senator Humenrey. Would you give us a little more detail on thay 

General Groves. I tried to find out just what had been release 
from restricted data and I couldn’t find that any of this particuly 
phase could be released. I just don’t know, because as you know] 
am no longer actively concerned with it. I can assure you that jj 
discussions with former associates, my proposals as to how I woul 
do it if I wanted to do it and conceal it were fully agreed to. An 
that there seems to be no reason to believe that we could be able tod 
tect them with certainty, if the enemy or if our opponent wished 
go to the steps that they might wish to go to. 

I do believe this: That we in the United States could not condu¢ 
if we signed such an agreement, I don’t believe it would be possible fy 
us to conduct such experiments. 

Senator Humrnrey. For us to conduct such experiments? 

General Groves. Yes. We would keep the agreement and we woul 
have to, because of the way that our people are constituted. 

Senator Humrpnrry. Oh, yes. 

General Groves. The individual would not lend himself to a& 
liberate disregard of an international obligation, and when I think 
of the numbers of people that would be involved and the means¢ 
keeping them quiet afterwards, I think it would be absolutely ip 
possible for anyone to conduct those experiments as a United Stata 
venture and keep them secret. 

I do not think it would be at all out of the way for a totalitarian 
government to conduct those experiments and for us to be unableti 
detect them. 

Senator Humpurey. Do you make any distinction here between th 
large H-bomb and the small nuclear weapon ? 

General Groves. No; not particularly, excepting that I don't l 
lieve that to me the reason for limiting experimental tests like px 
ticularly with the large nuclear bomb. 

And I can see no reason for objecting from the standpoint of publi 
health, worldwide or local, against the smaller normal atomic weap 

Senator Humrurrey. So your earlier comments as to detection 
lated to the large—— 

General Groves. Yes; to the large ones because with the small om 
I think it might not be worth while to go to that trouble. I thinki 
would be a very expensive and large venture to do it. Certainly# 
the start back in 1945, we considered very carefully just how the Rit 
sians could explode such a bomb without its being detected by usa 
I think we were not certain then that we could detect it. We wereab 
to. The results show that, but we don’t know today, at least I dott 
know of anyone who does, who can say definitely, that we have tt 
tected every single bomb that the Russians have exploded. I kn 
that people will say that they have but possibly that is just like watt 
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agsome dark alley at night and trying to be certain that only four 
le went through that alley. You may have seen four but you are 

sot absolutely certain there wasn’t a fifth one. And that is your prob- 
jm when you are trying to detect something like this. 

Senator Humpurey. This problem would not necessarily relate to 
the magnitude of the explosion, J 

General Groves. No; it would not. It would be in my opinion, 
teause of the expense of it and the difficulty, probably something 
that you are very anxious to have done, but if you think of the expense 
that we go to to make our tests, you will find that they are not cheap 
iither. They are a very expensive form of experiment. 


DIVERGENT OPINIONS AS TO DETECTION OF TESTS 


Senator Pastore. General, may I ask you a question? Could you 
ynture an Opinion on why there is such a wide divergence of opinion 
among the scientific profession on this particular point? 

You state it so categorically, yet there are men proficient in the 
feld who violently and with equal force seem to disagree with one 
mother. Why is that so? 

General Groves. I think it was so because they did not do what I 
think could have been done—which was to assemble a group of the 
ist men and just have them sit down and discuss this thing and then 
pitoutan opinion. There isa vacuum and into that vacuum came the 
minions of a great many people. Now most of those opinions came 
from people who were what I would call the very minor scientists and 
[would recall to you that we had a little trouble in 1945 when one 
young scientist up in New York City announced that Hiroshima could 
not be occupied for 70 years because of the radioactive contamination. 

He had never been there, but that was his opinion, and, because he 
da Ph. D. and it was sensational, it carried banner headlines. I 
ry" never forget that because I had a lot of trouble with it. That 
yas the difficulty here, and when it became a political matter, then of 
course anyone who would say anything was referred to as an eminent 
scientist. 

Ithink if you poll the top 10 or 12 people in the field, you would 
fnd that they would all generally share the same opinion, particularly 
ifthey sat down together and had it explained to them how it could 


be done. 
SUBCOMMITTEE ENTITLED TO AN AUTHORITATIVE OPINION 


Senator HumpHrey. What would you think of a committee such as 
his making a recommendation to our Government, to the AEC, that 
ihigh-level board or commission of top-level scientists be assigned 
loresolve this matter, as to whether or not one can detect explosions of 
tuclear weapons ? 

General Groves. Well, I would say that if your committee is in- 
volved in the study of disarmament, this is a very important matter 
ind that you should be entitled to an official opinion of the Atomic 
Energy Commission as to whether this could or could not be detected. 
lam sure they could get together a group of people and give you an 
iticial opinion. 

Senator Humpurey. That is what I meant. 
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General Groves. I don’t see how you can discuss this matter an 
arrive at any conclusion without definitely knowing yes or no—why 
the difficulties are and why. 

I am sure that if this were an executive session, and I were stil] j 
the position I once was in, that I could explain it to you in a fy 
minutes as to why I thought it could be detected without too my 
trouble—or not detected. 

Senator Humrurey. But the idea of having a board or commiggig, 
of top-level scientists, to sit down and come out with what you migh 
call a position paper, a certified opinion would be of real value, 

Some scientists say you can detect it and some of them say yq 
can’t detect it, and therefore some of us say you can and some of x 
say you can’t. In this kind of a situation, if you are going to tal 
about disarmament proposals in which inspection and testing is a vita) 


matter, we ought to know that answer. This is a priority questin 


and a priority answer. 


General Groves. Certainly I don’t see how anyone can negotiate 


agreement without knowing the answer to it, and I don’t see hoy 
the Senate could consent to such an agreement without the Senatoy 
knowing the answer to that question. They don’t have to know why 
it is so, but at least they are entitled to know the answer to thy 
question. 

Senator Humpurey. I must say that a number of citizens, ineludi 
myself, are surely in a great quandary as to the so-called danger, th 
health danger, and the physical danger of nuclear and thermonucley 
explosions. This issue has been bandied back and forth. I hap 
read different opinions in articles in magazines or bulletins by scig- 
tists. It seems to me the American people have a right to know, 

General Groves. There you would have more trouble in gettings 
sound opinion because there it would all depend on what men wer 
picked. You could take 25 extremely competent men, and you coll 
pick 5 or 10 of them and you would get one answer, and you woill 
pick another 5 or 10 and you would get another. That is an indefinit 
field, because no one can tell just what the effects are. You knovif 
you get up here that it is dangerous and you know that if you get dom 
here it is safe. But how about down in here; is it or isn’t it? 

Senator Humpnuerry. This is a horrible responsibility for a membe 
of the Government to have, particularly if he is interested in hi 
family and fellow citizens. 

General Groves. There again, Senator, if you are dealing with thi 
subject, which you are in disarmament proposals, you are entitle 
to an opinion on it, and it more or less depends on who signs on whith 
side of the opinions and a competent disinterested group, and thereat 
at least 25 men in this country who are thoroughly competent to discus 
that. 


HAZARDS FROM RADIATION 


Senator Humpurey. My own personal feeling about it is that thi 
is one of the most vital questions before us, because it is a questi 
not merely of peace and war. It is a question of the whole mental 
physical, and social health of the American people and the peopl} 
of the world. 

We have a terrible responsibility in this, because we actually, d 
course, are accessory to the fact. I won’t say what kind of a fact its 
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We vote the money, we authorize the programs, and the question rises 
yin one’s mind: Are you authorizing a program which will destroy 
the race, pollute the food, kill the people, all in the name of defense 
yd peace? I hope this isn’t the situation. But I would imagine that 
fone really wanted to have a little conscience about it he could get 
quite upset about it until he found out the facts. 

General Groves. If he is dealing with rumors and not with facts 
jecould get upset. ; 

Senator Humpnrey. You feel we ought to know something quite 
definitive about this. , 

General Groves. I am positive you ought to know everything you 
fel is necessary to know in order to make suitable recommendations 
to the Senate. 

Senator Humrurey. Thank you. We are very appreciative of your 
comments. 

Senator Sparkman ? 

Senator SparkKMAN. Mr. Chairman, I don’t believe I have any 
ustions. I have enjoyed very much the testimony as given by 

neral Groves. Might I say we are very glad he is with us. 

Senator Humpnrey. Senator Hickenlooper ? 


OPINIONS FREELY EXPRESSED BY PSEUDOAUTHORITIES 


Senator HickeNnLoorer. General Groves, with reference to this 
lethora of scientific opinion on the part of the people who have a 
Dh, D. after their name as to the effects of atomic radiation, I don’t 
now whether your experience has been the same as mine; but I have 
looked over the list pretty carefully and those who are the most 
yocal about it and who write for revenue have had no access to the 
dita, the facts, the developments, nor the information with regard 
tothe dangers or potential dangers. They are merely generalizing 
yithout being a part of the program, and use the mystic and magical 
ktters Ph. D. to give them a background of alleged authority in that 
field. 

Ihave noticed that the scientists who have had thorough access to 
the data, who have been a part of the program, and to the research 
are pretty much in agreement. But you get the disagreement on 
the part of the folks who write magazine and other articles. I am 
merely stating my experience in looking over the list of some of these 
v-called authorities on a particular field of science with which they 
have had practically nothing to do. 

General Groves. I would like to interpolate one thing you left out. 
Usually most of these men have not distinguished themselves in the 
field of science, and particularly in the field of nuclear matters. 

Senator Hickrentoorer. There are some who have to a more or less 
degree distinguished themselves in the field of journalism, but I am not 
% sure about their profound contributions to the fundamental re- 
arch and development of basic science. 

Senator Humpnrey. What is the big secret all about? My feeling 
Sthat you know when you are hit by a French 75, you are dead or at 
last you get a mighty nice wound. If you are run over by a truck you 
host likely have a few abrasions or may end up in the mortuary. But 
that about thermonuclear explosions? Don’t people have a right to 
inow whether it is really poisoning them? I am not disagreeing with 
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the fact that there may be 2 groups here, 1 competent and 1 incom 
tent. But if the competent ones are competent, why don’t they rea}} 
make it official? We know there is glue on postage stamps, and even. 
body knows it doesn’t taste good. We know, for example, that you 
can die from carbon monoxide. 

People know these things. You also know that if you put arsenjp 
in food you can get cumulative poisoning or immediate poisoni 
depending upon the dosage. All these things people know. Why 
can’t they know about this Strontium 90% Why can’t they know hoy 
much radiation it takes to make them into freaks or destroy their Jing 
of inheritance or their ability to live as normal human beings jp 
generations yet to come? Why can’t we know about this? 

Senator Pastore. Because really nobody knows. 

Senator Hickentoorrr. That is the answer. 

Senator Humpurey. Maybe nobody does know. 

Senator HickenLoorrr. But there is a lot of pontification on it 
the part of people who do not have the basic data on which to giv 
their opinions. What I said a moment ago is probably in suppor 
of the idea of getting competent opinion on this matter. I dont 
disagree with you on that at all. But I have seen so much discussion 
in the newspapers and magazines on the part of people whose back 
ground doesn’t qualify them to speak on these things. They pontif. 
cate on this thing and scare the living daylights out of people ona 
subject they are not qualified to speak on. I would support the idy 
of getting the schooled opinion of able people who have had the back. 
ground, the experience, and the knowledge and know-how, the acces 
to the data, and I would like to have ended this fictional writing that 
has been going on for the last year or so and get right down to th 
people who know what the answers are, at least as far as they ay 
known and as far as the data would permit them to give a opinion, 

Senator Humpurey. Maybe I misunderstood, I thought you said 
that those who had seen the research and had been able to get to 
the AEC material and information that the Commission had, were of 
one mind on this. 

Senator Hickenwoorer. I think quite generally that the compare 
tively few topflight scientists who have had access and worked in this 
program are almost unanimous in their opinion as to the dangers and 
potential dangers up to this point. That is a very small group 
That is an authoritative group. It is a group that has the background 
of all the data and access to the information that results in all thos 
things. 

I certainly would support the idea of attempting to get as good m 
opinion from the best qualified people, but I do think we have bee 
led off from time to time by a lot of fictional effluvia which has m0 
particular basis in the background and experience of the man wh 
states it in spite of the fact that he has a Ph. D. after his name. 


DISAGREEMENT ON RADIATION HAZARDS EVEN AMONG EXPERTS 


Senator Pastore. I know much of the background of the distit 
guished Senator from Iowa for whom I have a tremendous amoutl 


of respect and admiration because he is an authority in this fields} 


a member of the Joint Committee, but I visited some of our installt 
tions during the month of December just before coming here in ordé 
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to familiarize myself with the work that was going on, and I sat in a 
room where two of these experts were talking. They were talking 
shout the same establishment and they would disagree with one 


Tr. : : 
rant think that resolves the question. I think it is something 
of tremendous moment. I firmly and sincerely believe this is not a 

litical question. I think it was unfortunate that it came up during 
the political campaign. It is one that requires our attention and 
ensideration. } 

We ought to get into the facts because a lot of people have been 
frightened about this and Wwe ought to know more about it. I think 
the best work on the subject is being done by the U. N. which now has 
committee actually working on the subject and I think we will get 
sme definitive answers within a short time. 

Senator Hickenoorer. I may suggest, Mr. Chairman—I think 
General Groves will bear me out on this as far as the historic back- 
mound is concerned—when General Grove started out in the Manhat- 
fan district, some eminent scientists whose ability and experience 
wuld not be questioned were of the opinion that he could not make 
anatomic bomb go off. I believe that is true. They were eminent 
gientists. Their ability could not be questioned. It was their judg- 
ment. We all recall that there were eminent experienced scientists 
who disagreed with the feasibility or the practicability of the hydro- 
gen bomb being able to explode. af 

I don’t think we serve ourselves by getting itinerary opinions. I 
think we do serve ourselves if we get the best composite opinion of the 
qualified people who in some solemn consideration of all facets of 
thisquestion come up with an official—well, at least a schooled, studied, 
generally agreed upon opinion, at least insofar as they can agree. 
If there are elements of disagreement they can point them out. 
It would be helpful and I think it would be constructive but I only 
bespeak that the able people with experience be the ones who serve 
on that kind of an opinion-making board. 


PEACEFUL USES ALSO POSE PROBLEM OF CONTAMINATION 


Senator Pastore. If I may have another word on this subject, I 
think it is part of these proceedings but fundamentally it is a question 
that will be explored by the Joint Committee because I think it is 
oe of the fundamental subjects of the whole atomic energy program. 
While that has a very important place here, it is only one facet of an 
important issue concerning atomic energy and its development both 
for weapons and peaceful uses. We run into identically the same 
question if atomic energy becomes universally a conventional fuel for 
the production of power. There again you have this serious question 
of contamination, radiation—what will you do with your waste prod- 
ucts? As we look forward into the future seeing all this hope and 
all this prospect in atomic energy in the production of power and 
other peaceful uses, we run up against the same subject. I mean that 
isjust as much for peaceful use as it is in the production of weapons, 
and that is the reason why I think we ought to explore it more fully. 

Senator Humpnrey. It is a much more friendly atmosphere to 
explore it around a committee table than as an issue in a presidential 
campaign. 

87819—57—pt. 11——-8 
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General Groves. As a matter of fact, Senator, when that was firs 
raised and I tried to get some of the people that were eminent in th 
field to make statements, they all declined initially on the groun; 
that they didn’t want to get mixed up in politics. It was Very difficg} 
and it became quite a large situation in my opinion and of course }yj 
no place in a presidential campaign. 

Senator Humprurey. Now that that is all over with, may I say ty 
politics in the best sense of the word is the people’s business anq| 
can’t think of anything that is more of the people’s business thy 
knowing what is going to happen to them. 

General Groves. Kind of important. 

Senator Humpurey. We appreciate your advice and counsel on thi 
matter. You have been very helpful to us, particularly in lookj 
into this matter of detection. This is very relevant to our probly 
here. Do any of my colleagues have any further queen 

May we thank you, General Groves, for your cooperation and heh 
to us. 

I will announce that the hearing will be adjourned until 2:30 wha 
the subcommittee will hear from Mr. Benjamin Cohen, former Unita 
States delegate to the U. N. Disarmament Commission, and Dr, Hay 
Morgenthau, director, center for study of American foreign poligy 
University of Chicago. 

(Whereupon, at 11:55 a. m., the committee adjourned, to reconvey 
at 2:30 p. m. of the same day.) 


AFTERNOON SESSION 


Senator Humpurey. I want to say that your testimony, Mr. Coha, 
along with that of others, is part of the general background inform 
tion that we are trying to accumulate on the problems of disarmamer, 
and the role of disarmament in American foreign policy. 

We have had some very jnteresting hearings over the past year, an 
we thought we would try to wind up this part of our study wil 
the testimony of men whom we considered to be experts in the field 

I have a short statement I should like to read for the purposes m 
only of the record, but for the edification of those who are here wil 
us today. 

INTRODUCTION OF BENJAMIN COHEN 


I cannot think of many members of the legal profession who har 
had as long and as varied and as important a career in Governmel 
as has our next witness, Mr. Benjamin Cohen. Before the war, hk 
Cohen was a major contributor to the modernization of our laws? 
such fields as economics and labor ; but when the war came, his interes 
shifted more into the realm of foreign policy. 

He was closely associated with the early development of the Unitel 
Nations, and eventually, in 1952, he became a negotiator for the Unite 
States on the United Nations Disarmament Commission. 

We are fortunate to have him here today to give us the benefitd 
some of his views based on his actual experience in disarmament negt 
tiations with the Soviet Union, as well as with other nations. 

Please proceed, Mr. Cohen. 
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STATEMENT OF BENJAMIN V. COHEN, FORMER UNITED STATES 
DELEGATE TO THE UNITED NATIONS DISARMAMENT COMMIS- 


SION 


Mr. Conrn. I have a moderately short prepared statement which 
[can read, if you like. 

Senator Humpukey. Go right ahead, sir. — 

Mr. Conen. It is becoming increasingly clear that, if mankind is 
tolive in this nuclear age, men must revolutionize their thinking about 
war and disarmament. The time has come when, in the interest of 
common survival, nations must learn to adjust their differences by 
means other than war. War in any form cannot be accepted as a 
legitimate or practical means of settling international disputes in this 
nuclear age. When men fight to kill, they are not likely to trust one 
another to observe any Marquis of Queensberry rules. Once fighting 
starts and is allowed to continue, there is no assurance that a small or 
limited war will remain small or limited, either in respect to the areas 
affected or in respect to the weapons employed. ‘The prevention and 
abolition of war as a means of settling international disputes is no 
longer merely a visionary ideal; it has become a practical necessity. 

We must strive for a peace which will rest upon foundations more 
secure than the present uneasy balance of ever-increasing armed ter- 
ror. But we dare not tear down and abandon the armed deterrents 
to war which we now have before we devise and secure other and more 
effective guaranties of peace. 


TYPES OF DISARMAMENT 


The effectiveness of disarmament proposals must be judged by the 
extent to which they reduce the danger, likelihood, and possibility 
of war. 

Some forms of disarmament might actually increase the danger 
of war. Unilateral disarmament may invite rather than deter ag- 

ion and strengthen the rule, not of law, but of might in the 
world, Predominant reliance on the most devastating nuclear weap- 
ons with relative disarmament in conventional arms may make it im- 
possible to repel local aggression and to quiet local breaches of the 
peace without the use of nuclear weapons—and might leave no other 
choice than sorry appeasement or suicidal massive retaliation as a 
means of dealing with minor aggression. The scrapping of nuclear 
armaments might even under certain circumstances encourage con- 
ventional warfare without any assurance that, if the conventional 
warfare were prolonged, one side or the other would not reintroduce 
nuclear armaments. 

Disarmament is not likely to prevent war or to reduce the danger 
of war if it is approached simply as (a) a means of reducing the costs 
of preparing for war, or (6) as a bargaining process by which na- 
tions hope to improve their strategic position in event of war, or (c) 
as a means of regulating how wars should be waged or the kind of 
armaments which may be used in war. The only effective way to 
eliminate the burdens of armaments and the horrors of war is to 
eliminate war itself. Disarmament must therefore be related to the 
problem of preventing war as a means of settling disputes between 
nations, 
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EFFECTIVE DISARMAMENT 


The goal of true and effective disarmament was proclaimed fy 
President Roosevelt when he defined the fourth of the four funq. 
mental freedoms—freedom from fear. He defined freedom fron 
fear in world terms to mean worldwide reduction of armaments ty 
such a point and in such a thorough fashion that no state would) 
in a position to commit an act of physical aggression against gy 
neighbor anywhere in the world. 

True and effective disarmament must be universal and enforceabh 
to the end that (1) no state shall be in a condition of armed prepared. 
ness to start a war, and (2) no state shall be in a position to undertak 
reparations or mobilization for war without other states hay; 
Rapatecae of such preparatons or mobilization long before the offeng. 
ing state could start a war. 

If disarmament is to be effective as a means of preventing regoy 
to war as a means of settling international disputes, the world mug 
be disarmed to the point that any substantial preparations or mobili 
zation would be readily detectable, and the veri must be so opa 
as to dispel even the suspicion of evasion. 


COMPREHENSIVE DISARMAMENT 


Drastic and general disarmament presents less difficulties in respett | 


to policing and inspection than limited and partial disarmament 
There is some protection, perhaps the only possible protection, again 
inevitable slip-ups in detection and inspection if disarmament Is cr 
ried far enough to ensure that no chief of staff, when asked, will k 
able to report to his government that his country is ready for wa 
without undertaking preparations for mobilization which would tak 
considerable time and would be difficult to conceal. Drastic an 
general disarmament, coupled with the transfer of a reserve of arm 
ments to United Nations authorities, would further impair the decisin 
importance of any secreted armaments which might escape detection 

Drastic and general disarmament would not militate against colle 
tive security. On the contrary, drastic and general disarmamel 
should immeasurably increase the possibility of collective security 
bringing the task of its accomplishment within manageable propo 
tions. 

Law enforcement in the international field, like law enforcemett 
in the domestic field, depends not on a vast accumulation of armsil 
the poor of the peace officers, but on a rigid limitation of ams 
in the possession of organized groups not responsible or responsi 
to the peace officers. Large national armies and armaments are& 
inimical to international peace as large private armies and armamell 
are to domestic peace. 

Our disarmament efforts should be directed to giving life aml 
vitality to the principles of the United Nations Charter which commil 
all nations to refrain from the threat or use of force in their inte 
national relations except to keep the peace as provided by the charte 
and which further commits all nations to settle their disputes ¥ 
peaceful means. 

Both of these observations are essential and correlative. 

No one nation acting alone can give life and vitality to thet 
charter commitments, but it is the duty of all nations to coopertl 
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banish force and the threat of force—national armaments as instru- 
nents of national policy—in the field of international relations. Dis- 
ymament has meaning only insofar as it is directed towards the pre- 
renting of war between nations as a means of settling international 


disputes. 


PROGRESS TOWARD GOAL OF DISARMAMENT 


[strongly favor continuing our efforts in the United Nations to 
jevelop the essentials of a. comprehensive disarmament plan to achieve 
the objectives that I have outlined. But I would be less than frank 
iI gave the impression that I thought these objectives could be 
yhieved at a single bound or by a single treaty. 

Important as it is to know and to define the goal we wish to reach, 
itis not easy and probably not practical to determine in advance the 
aact phasing of progress toward the goal or the exact arrangements 
ghich would best safeguard the goal if and when it is reached. Unless 
progress towards the goal increases the confidence of all the principal 
powers of the world that the goal is in their common interest and is 
attainable, we will never reach the goal. If progress towards the goal 
increases confidence in the desirability and attainability of the goal, 
many of the remaining problems which now seem almost insuperable 
yill appear in a much different context than they now appear. 

Itis for that reason that I would favor giving the principal powers 
eneerned, at least for a considerable period, the right to withdraw 
fom any disarmament agreement which may be made if any such 
power should conclude that the agreements are not working out satis- 
futorily. Such right of withdrawal may dispel fears of unforeseea- 
ble risks in disarmament arrangements which statesmen responsible 
for the national security of their country may well hesitate to take. 
Such a right of withdrawal may encourage progress which would 
itherwise be impossible. 

Ishould hope that significant areas of agreement might be found 
which would permit progress toward disarmament without waiting 
fr agreement on a complete and comprehensive plan. Since the 
geatest danger of war comes from an imbalance of armed strength 
which leads potential aggressors to believe that they can gain from 
var what they cannot gain by other means, we must make sure that 
steps toward disarmament do not create or perpetuate an imbalance 
farmed strength in the world dangerous to peace and security. Pro- 
psals for partial or limited disarmament must be carefully weighed 
todetermine whether they will reduce and not increase the dangers 
of war and whether they will help pave and not obstruct the way 
for further and more drastic disarmament. But if we are going to 
make any progress toward universal and general disarmament, we 
must come forward with proposals which will bear witness to our 
desire to move toward and not away from disarmament. 


PARTIAL STEPS TOWARD DISARMAMENT 


There are two areas in which I think proposals could be made which 
would contribute significantly toward progress in disarmament. The 
itst area covers measures which would tend to arrest or slow down 
the armaments race without materially affecting the present balance 
of power and the breach of which measures would be self-detectable 
detectable with a minimum of inspection or agreed monitoring. 
Obviously, if agreement to slow down or stop the armaments race is 
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impossible, agreement to reverse the race and cut down our arms j 
not likely to be possible. Nor would there be any real progress jy 
ward disarmament if we agreed to throw away some of our old am, 
if those arms were to be supplanted with new and more deadly arng 
And surely we would never be able to agree upon comprehensive megs 
ures of inspection unless we have some experience in working oyt 
limited measures of inspection. 

The second area in which significant progress in disarmamey 
might be made is in the combining of political settlement and disarm, 
ment for regions about which international conflict and tension center 

It is sometimes said that the most serious international political egp. 
flicts must be settled before we can make progress in disarmament 
But the difficulty is that back of most political conflicts are question 
which affect the balance of power relations in the world. For tha 
very reason, in my judgment, consideration should be given to at 
tempting to develop plans of arms control and limitation as a prelut 
to, or as a part of, political settlement. 

It would seem possible to combine in one package proposal a numbe 
of related measures which would tend to slow down the armament 
race without affecting the existing balance of armed power and withott 
requiring more than limited inspection or monitoring. 


LIST OF PARTIAL MEASURES 


I will list some of these measures which may be appropriate for con 
sideration in varying ways and in varying combinations in a packag 
proposal of this nature. Some of these measures might be institutel 
in this first instance by agreement between the United States and th 
Soviet Union, of course, within the framework of the United Nation, 
and later might be extended so as to have more universal application 
I identify the type of measures on which agreement might be sought 
without attempting to elaborate them in detail and without intendig 
to suggest that some of the measures migh not be dropped and other 
included in a package proposal of this nature. Resourceful and o 
operative thinking, flexibility in approach, and quiet diplomatic & 
ploration may be more important at this stage than dramatic publi 
overtures. 

I now list the various measures. 

1. The reporting of all or defined nuclear tests and of all or definel 
ballistic missiles tests and their international supervision and limite 
tion to the extent necessary to ensure the observance of minimm 
safety and health precautions. 

2. The banning of nuclear tests with defined widespread radioactin 
effects and of tests of defined long-range ballistic missiles. (Iti 
said that it will be as difficult in the future to detect concealed stocks 
ballistic missiles and secret underground launching platforms as it no" 
is to detect concealed stocks of atomic bombs. Of course, peacefil 
exploration of space might proceed under United Nations auspices # 
a cooperative international enterprise, even though the national tet 
ing of missiles and nuclear weapons were prohibited. ) 


CONTROL OF OUTER SPACE MISSILES 


Senator Humpurry. Mr. Cohen we heard at the joint session | 


the President’s remarks relating to the control of outer space missilé 
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and satellites. That was in the section of the President’s state of the 
Union message which related to our foreign policy, and more particu- 
larly to disarmament. Were you present? 
r. Conen. No, unfortunately I might say, I was not present, and 

[have not seen the message. But I am delighted that it appeared. 

Senator Pastore. Is that not very much the suggestion that was 
made by Senator Flanders? 

Senator Humpurey. Very much so. 

Senator Pastore. I mean, that was the thesis that he developed. 

Senator Humpnurer. I will read the whole paragraph containing 
the reference to missiles. The first sentence of the paragraph just 
above the one I am about to read is: 


Thereby we shall move a long way toward a peaceful world, a sound and safe- 
guarded agreement for open skies. 


The President’s message then states : 


Unarmed aerial sentinels and reduced armament would provide a valuable 
contribution toward a durable peace in the years ahead, and we have been per- 
sistent in our efforts to reach such an agreement. We are prepared to make 
further proposals in the United Nations, we are willing to enter any reliable 
agreement which would reverse the trend toward the ever more devastating 
puclear weapons ; reciprocally provide against the possibility of surprise attack; 
mutually control the outer-space missile and satellite development; and make 
feasible a lower level of armaments and armed forces, and an easier burden of 
nilitary expenditures. 

The President says, “We are willing to enter into any reliable agree- 
ment,” among other things, “for mutually controlling the outer-space 
missile and satellite development.” 

Thad up to this time been of the opinion that the outer-space satel- 
lite was for purposes of scientific discovery, weather observation, and 
allof the many other observations that one could make out in the areas 
of space; and now the phraseology, “the outer-space missile,” comes in. 

Is this related to the intercontinental missile which goes to the tre- 
mendous heights that I read about recently ? 

Mr. Conen. I assume so. 

Senator Humenrey. A thousand miles in the air, traveling at 8,000 
miles per hour. 

Mr. Couzn. Some missiles do not go into outer space, and some do. 
And I should take it, having just heard as you read it, that the Presi- 
dent must be suggesting that we try to agree upon a control of those 
missiles which go into outer space, and I assume that that would cover 
the intercontinental ballistic missile. 

Senator Humpurey. I think this is the first expression that we have 
had, unless I am in error, on the part of the President relating to the 
outer-space missile. 

Mr. Conen. I think that is true. 

Senator Humpnrey. Senator Pastore? 


RELATIONSHIP OF MISSILE PROPOSAL TO COMPREHENSIVE AGREEMENT 


Senator Pastore. I think, myself, he is throwing it in for good 
measure. I thought the speech had a very high moral tone, but I am 
not so sure he has distinctly picked out that particular phase of it and 
said we will make an agreement on this. 

Ithink what he is doing here is saying that we would be willing to 
‘iter into a reliable agreement, because that is the crux of this whole 
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thing. Who is reliable and what kind of a reliable agreement can by 
attained will be determined later, but consider this, this, and thi and 
he has put that in, too, now, because that is something which ever 
is talking about. I do not think that this goes quite as far ag Senate 
Flanders has suggested. 

Senator Humpurey. No. 

Senator Pasrore. I think this is merely an incorporation, by refy 
ence, of another instrumentality of war which is causing the Worl 
great concern, and IJ think it more or less glamorizes our POSitio, 
But I think this all depends on a package deal. I do not think hg; 
picking out one thing. : 

Senator Humrnrery. Obviously, it may also indicate, Senator the 
relative time proximity of the fulfillment or the accomplishment of; 
workable or realistic weapon in this field. I know nothing about} 
except the guess that I am making. 

Senator Pastore. Of course, the presentation was made here thy 
unless you get into some agreement with reference to intercontinenty! 
missiles, the time will fast come when even your aerial inspection yij 
be of no consequence or no importance, because you will have no ¢gp. 
parative means of discovering whether or not a violation has been cop. 
mitted. Unless you begin to take pictures of the topography whic 
shows the absence of these installations, as against the presence of 
them in constituting a violation, you might reach the point whe 
even an aerial inspection would not do any good. 

Senator Humrurey. It would mean nothing. 

Mr. Conen. Exactly. 


POSSIBILITY OF ACHIEVING COMPREIHIENSIVE DISARMAMENT 


Senator Pastore. That is really the problem of the time, and! 
just wanted to say this to Mr. Cohen, and I do not mean any in 
pertinence in saying this, but my whole reaction to the statement thit 
you make thus far is this: 

Until we get to heaven, then what? This is all predicated upons 
Utopia, upon a prayerful hope that some day we could take all the 
implements of war and throw them away. 

But what are we going to do until you get that consciousness in th 
hearts of people everywhere, which 1s almost an impossibility tody 
to even speculate upon? We are living in a world where there is mud 
distrust, where we have had a tremendous amount of experience wit 
these people with whom we must deal, people who haven’t relied upm 
the United Nations as much as we have. And here I congratulate yu 
for making the United Nations such an important part of your 
proposal. 

However, until we get to the point where you can throw all am 
away, until we get to the point where we can take people’s word ani 
rely upon them for the safety and security of the world, would yu 
suggest that on a unilateral basis we do many of these things! _ 

Mr. Couen, I think I have at the start of my statement warn 
against not only unilateral disarmament, but imbalanced disarm 
ment. 

Senator Pastore. I am sorry, I didn’t read that. 

Mr. Conen. And I have pointed out that not only unilateral ds 


armament may invite rather than deter aggression, but predominall} 
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eliance on the most devastating nuclear weapon with relative dis- 
ymament in the conventional field may make it impossible to repel 
igcal aggression, and might leave no other choice than sorry appease- 
nent or suicidal mass retaliation. 

furthermore, the scrapping of nuclear armaments might even under 
grain circumstances encourage conventional warfare without any 
ysurance that, if the conventional warfare was prolonged for a 
ficient time, one side or the other would not reintroduce nuclear 

nts. 
Oey whole argument has been based on the fact that disarmament is 
wt worth anything unless the character of the arrangements is such 
istoreduce the likelihood of war. verre 

And I further, after trying to sketch the objective of disarmament, 
indicated that I did not think you could reach it in 1 treaty or in 1 
ingle step, and I have proposed, I have turned my attention to specific 
oposals where I thought effort might be made to make a start to see 
shether one could build up confidence in moving toward the goal, 
because unless one can make a start, one will never be able in 1 single 
hund to agree upon complete and comprehensive disarmament. 

Senator Pastore. ITamsorry. I came into the room here when you 
ind completed part of your statement, and I did not hear that part 
of it. 

However, would you not say that we have tried to make a start, 
that we have been negotiating for months and months? The Presi- 
dent went to the summit, the foreign ministers met; nothing ever hap- 
pened, nothing ever came of it. 


THE HOPE FOR DISARMAMENT 


Would you say we are living in a proper world atmosphere where 
yecan have much hope that some of your suggestions will be carried 
out in your lifetime and my lifetime? I grant you we must keep 
trying, and we must keep talking. 

Mr, Conen. Well, it is paradoxical in some ways, the greater the 
danger, the greater the hope. ‘The whole history of disarmament 
has been a history of failure, even before the world was faced with the 
great totalitarian threat. 

Inmy view, the one hope, not perhaps instantaneously, but perhaps 
over a period of time, is the very realization that the nuclear weapons 
make war a matter of no return to anyone, victor or vanquished; that 
itmay set in motion forces which will influence the mind even of the 
most dictatorial leaders. 

And I do not think we can afford to be discouraged. You go over 
therecord. We havea good record. But I do not know that we have 
whausted the possibilities, and I think the President’s message gives 
ome evidence that he feels that way. And certainly I feel that way. 

The open skies proposal, for example, in its limited way was a very 
weful one, but it dealt with only one phase, which, realistically ex- 
amined, gives dictatorial countries less advantages than we might 
think it gave us. And so I think it called for adding other things to 
the package, and that is what I have attempted to do here—add other 
things to the package, 

And I think the President’s message, as read to us, indicates that the 
idministration may be proceeding in the same way. I do not think 
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we can be too hopeful, but I think it is a field where we cannot afford; 
give up hope and effort. It is also important, I think, to do lit 
thinking when the time isn’t so ripe, because if you haven’t tho 
out some of your ideas, you are not able to put them forth at 4, 
right time. As when I come to my next point about combining poli 
cal settlement and disarmament, I am not sure that we haven’t possi, 
missed some opportunities in the last 2 or 3 years. ) 

Senator Pastore. I did not mean to be critical, Mr. Cohen, and] 
do want to compliment you on the high moral quality of your pregepiy, 
tion. I quite agree with you that we cannot afford to stop trying, anj 
we either have to learn to live together, or die together, because thy 
is the kind of world we are living in. 


UNITED STATES EFFORTS FOR DISARMAMENT 


The point I wanted to establish was that America has been partic 
pating in these disarmament conferences, we have expended effort j 
this particular phase of our world responsibility, and we have bey 
sincerely trying. 

Mr. Conen. There is no question about that. 

Senator Pastore. If we haven’t achieved anything, it has been bk 
cause of the stubbornness and the attitude of other nations of the worl 
to resist every sincere effort that we have made. I agree with you,» 
cannot shut the door in our own faces; we have to keep on trying 

I was very much impressed with the high moral quality of th 
presentation that you were making, but I like to be practical, too, 

Mr. Conen. There is no doubt about what you say. We have mak 
a sincere effort, but I think it is important to realize even if there ws 
much greater sincerity on the other side, the problem of disarmamat 
is not easy and would not be simple to work out. 

Senator Pastore. You may be right on that, but it has always ber 
my belief that if the Russians were as sincere as we are, we would n 
have much trouble. We could do this in a week. 

Mr. Couen. I think our difficulties with some 

Senator Pastore. It always comes down to the feeling on the pat 
of the leaders and the people of these great countries. I don’t kno, 
perhaps they have just as much reason to be suspicious of us a3® 
have of them, even though we may be right and they may be wromy 
But to me, peace is in the hearts of men, and once you accomplish thi 
understanding within the hearts of men, everything else is very simple 

Mr. Conen. Recent events, however, show that it has not alway 
been so easy for us to agree with nations which are most friendly 
us, and think more nearly along the lines that we do. 


PARTIAL MEASURES FOR INCLUSION IN A PACKAGE PROPOSAL 


I will proceed in listing other items that might go into a packig 
proposal : : 

3. The control of future production of fissionable materials to pt 
vent their use to increase the stockpiles of nuclear weapons. 

4, Aerial inspection of, and exchange of blueprints of military 
stallations in, designated areas, with provision for their progress 
extension to other areas. 
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5, Ground inspection control posts at designated airports and sea- 

ris and railroad and highway junctures, with provision for their 
progressive extension to other areas. . 
6, The establishment (possibly but not necessarily exclusively in 
sonnection with the ground inspection control posts mentioned in the 
yst paragraph) of a worldwide network of radars and other moni- 
ring devices to insure the prompt and widest possible detection of 
mclear tests and ballistic missiles tests and the location and numbers 
gfairborne aircraft. (Such a network would be more useful in giving 
ming of surprise attack than intermittent aerial inspection, par- 
tialarly if reinforced by an agreement limiting the number of air- 
iorne long-range bombardment aircraft and requiring the reporting 
iffights prior to takeoff.) 

Such a package proposal would tend (a) to slow down the race for 
serpent of new weapons, thereby minimizing the chances of 
isurprise breakthrough which might upset the balance of deterrence; 
(}) to preserve the possibility of more effective weapons control in 
the future; (¢) keep a watch and slow down the rise of many other 
wclear military powers; (d) to stop the tests which now or in the 
future may be most dangerous to health and safety ; and (e) to provide 
viluable experience in the development of techniques of inspection 
and control on a limited basis. 


REGIONAL APPROACH 


There are equally promising approaches to disarmament in connec- 
tion with political settlements in regions where the danger of incidents 
und conflict are the greatest. There is reason to hope that, despite 
wr perhaps because of the deplorable recent events in Hungary, the 
mification of a free Germany and the liberation of Eastern Europe 
would be expedited and not delayed by arrangements for the control 
ind limitation of arms and armed forces in that troubled area. 

Universal disarmament, if ever achieved, would obviously involve 
radical changes in the military establishment of NATO. Regional 
disarmament might well warrant some modification of existing plans 
for the military establishment of NATO in respect to Germany, if it 
makes possible the unification of a free Germany and the liberation 
of Rastern Europe from the yoke of Russian troops. 

Of course, proposals involving important modification of the mili- 
ary arrangements of NATO should not be made without prior con- 
sultation with the NATO countries. Some may say such proposals 
arrangements would be only a face-saving device for Russia, which 
sooner or later will have to withdraw from Germany and Eastern 
Europe in any event. But such arrangements may also avert a 
world war. : 

It is possible that disarmament or arms limitation arrangements 
may similarly be helpful in facilitating political settlement in the 
troubled areas in the Near East and possiby also in the Formosan 
Straits, 

Disarmament must not be deferred to but linked with political set- 
llement if we wish to make constructive progress in either disarma- 
nent or political settlement. 

Senator Humpurey. Senator Pastore, do you have any questions? 

Senator Pasrorn. No. ; 
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SUMMARY OF MR. COHEN’S POSITION 


Senator Humrurey. Mr. Cohen, just so that we may have a cep 
and rather concise understanding of your position, you stated yop 
attitude toward unilateral disarmament—you oppose any such effoy 
Secondly, you suggest that an imbalance of arms, due to some dig 
armament that would not be properly regulated, may create conditigg 
of increased tension and war. You discussed the matter of conve, 
tional weapons and nuclear weapons. 

I gather that your point here in reference to the proposals that yy 
have listed is that these are the proposals which we could safely ay 
prudently pursue, either as a package or as individual items or group 
ing of items, which might give an entering wedge for a broader pp. 
gram or more comprehensive disarmament. 

Mr. Couen. Exactly. 

Senator Humpurey. Is that your point? 

Mr. CoHEN. That is it. There may be a difference of opinion, 
garding some of them, but I have tried to outline the areas wher] 
thought attention might be concenirated with the hope of genuiy 
progress. 

Senator Humpurey. You also made the point that drastic disarm. 
ment is much more readily controllable by inspection and other typg 
of control than limited disarmament. 

Mr. Cowen. Yes. 

Senator Humpnrey. In other words, the temptation is less tow 
the force that you have, and therefore it is much easier to controle 
inspect; is that right? 

Mr. Counen. That is right. And also, much less danger of sudda 
miscalculation. I agree with the importance of guarding again 
surprise attack, but equally important is to guard against war thi 
isn’t so surprising in its first outbreak, but leads on to the use of the 
weapons, or the fear of the use of the weapons, and so you are not sik 
unless you can avert war or at least put down a small war very quickly 
and not accept war, even a small war, as a legitimate means of settling 
a dispute. 

That is, if you have the general staff of all countries in a positions 
that they report, “We are not ready yet for war,” if there is some te 
sion that might normally create war, then one will have kind of! 
breathing space. 

The danger we are in now is not merely sudden attack in the natun 
of a Pearl Harbor, but some miscalculation, misunderstanding, ail 
the fighting breaks out; and then, even if the worst weapons arell 
used on the first day, the doubt rises whether they won’t be used @ 
the second day. 

And I must say I have grave doubt how long any disarmamal 
arrangements or agreements would survive the breaking out of Wi 

Senator Humrnrey. This gets to a point that you have covered 
your prepared statement. You feel that we should proceed ont 
basis of even piecemeal or limited area disarmament. 

Mr. Cowen. Yes. 

Senator Humrurey. Even before you get to political settlement 
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RELATIONSHIP OF DISARMAMENT AND POLITICAL SETTLEMENTS 


fr. ConeN. Well, I did not mean by putting this first—I had two 
idds that I thought were equally significant, and I did not mean 
»put this slowing down of the arms race ahead of the combining of 

ical settlement and disarmament. 

[have a feeling, myself, that it would have been—I don’t want, 
sith the value of hindsight, to predict what might or might not have 
yn possible—but it seems to me with some ferment in the Soviet 
fain, there was the possibility of some agreement on disengagement 
gi disarmament in Eastern Europe and Germany which would make 

ible the unification of a free Germany and the liberation of Eastern 
wope from the yoke of troops. 

[am not sure that I wouldn’t put that in the very first, among the 
ist priorities, and I have regretted that—I would not predict that we 
gid have made progress, but I always regretted during the last 
jor3 years that greater effort has not been visible in that field. 
Snator Hompnrey. Mr. Nitze this morning indicated the same, 
ie fact that he had communicated to some of his former associates 
ad personal friends in the Government, the desirability of trying 
wround out a program or to make an offer of disengagement in 
(utral Europe just prior to the uprisings in Poland and Hungary. 
Ie felt that this might have been a propitious moment and might 
wy well have worked. Of course, this is all conjecture. Your point 
sthat we should have a little more flexibility and creativeness; is 
that correct ? 

Mr. Conen. Well, I don’t think disarmament can be isolated from 
witical settlement, and I think real progress does require the com- 
ining of disarmament and political settlement. 

Tako feel I have no pat remedy but you take in the Near East, the 
nal root cause of the difficulties we face there has not been the wise 
unwise action of the British and French or the Israelis. The root 
ause of the difficulty was the shipment of Soviet arms to Egypt. 


PROBLEMS OF ARMS TRAFFIC 


Senator Humrnrey. This gets to a point that I want to ask you 
ibout, Mr. Cohen. 

Do you think that in certain regions, the problem of arms traffic is 
iwite, and that some attempt should be made to control it through 
iternational agreement ? 

Mr. Conen. Well, that is certainly important in the Near East. 
Whether arms traffic can be isolated from other factors is a question, 
int the problem of arms, disarmament, and whatnot must be linked 
mith political settlement, because you will find in most disturbed 
ras Of the world it is due to uncertainty as to just what the power 
lations in those areas are, and each side fears that the power rela- 
tionships will be developed to their disadvantage, and so they begin 
maneuver, and you have conflict and increased tension. 


PROBLEM OF THE MIDDLE EAST 


Iknow that you do not want to turn this into a meeting on the Near 
Fast, but I do think it is more important to American security to have 
‘ability in the Near East than it is to have military pacts. That is, 
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the military pacts may or may not be an addition to stability: py 
the important thing is, until you have peace and stability in the Neg, 
East, you are going to have trouble, because I think you will find th 
Soviet Union exploits the instability and conflict that exists withiy 
the area, and it is not that they directly move into the area, but they 
want to make the greatest advantage of existing instability nj 
conflict. 

And I think we have given in the past too much attention to mility 
alliances in the area, and too little attention as to how to maintain 
peace and stability. The problem is perhaps to have less arms jn th 
area rather than more arms. 

Senator Humrurey. That is one of the points I was direetj 
your attention, Mr. Cohen. Let’s take the area of the Middle Bag 
A determined effort on our part, in this instance I would imagine 
through the United Nations, with a sense of direction and perseverance, 
to design a program either to embargo arms shipments into the Middl 
East, or severely to curtail the shipment—would this not be a funds 
mental part of easing that tension and of at least bringing some sep. 
blance of order and stability ? 

Mr. Couen. I think it is an important part. I wouldn’t say it would 
suffice alone but it is a most important part. 

Senator Humrurey. I do not think there is any sort of diplomatic 
“wart liniment” that will correct all these problems. We have som 
people who would even like to have a simple pill that could be take, 
for our international ills, some sort of a miracle diplomatic drug, but 
I gather that you feel there isn’t one of those quite available at the 
moment. 

Mr. Conen. That is right. One should guard against thinking that 
a mere agreement on arms, in itself, unless linked in practical open- 
tion with a condition that reduces the likelihood of strife, is going to 
be of value. 

For example, in the Middle East, there are arms there now. I dont 
know that it is enough merely to forbid the shipment of further arms 
I think it is rather important that United Nations forces for a period 
of time be between the Israeli and Egyptian forces, because otherwis, 
suspicion is likely to give rise to further strife and conflict. 

And so I think it more important to have United Nations forces 
there than to give both sides arms to defend themselves as we have done 
in the past, and get into competition, with the Soviet giving further 
arms to upset the balance. 


REACTION TO INSPECTION IN THE UNITED STATES 


Senator Humpurey. Mr. Cohen, I would like to move to another 
part of this problem and get your views on it. You have emphasiz 
the importance of an effective inspection program, one that was realis 
tic, one that would be effective, and one that would be as foolproof is 
possible. 

This, of course, would involve mutual inspectors between the te 
spective nations. It could very well involve, in the United States 
procedures which ran contrary to established traditions relating 
private property and protection of business and professional privaq} 

It would undoubtedly, would it not, involve a rather substan 
change of some of our basic statutes and laws in the United States 
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Surely, if you were going to have an inspection of our military in- 
sallations, you would have to amend the Espionage Act and most of 
the acts relating to the protection of our national defense facilities. 

My question is this: Do you think the American people would be 
willing to accept the large-scale investigations, operations by the large 
number of apes, in this instance foreign inspectors, that would 
almost inevitably result from the creation of an international inspec- 
tion sypem as a part of a disarmament system, limited or compre- 

ive! 
i. Conen. Well, it eee great problems, and that is one of 
the situations that probably I had in my mind when I said that if we 
start toward our goal, problems that may strike us now as exceedingly 
dificult may prove less difficult if we are really making progress to- 
yard our goal. If we don’t make progress toward the goal, then what 
yeare worrying about are academic problems. 

I don’t underestimate it. I think it does require some change in 
thinking. But when—that is, when you get down to really compre- 
hensive disarmament, then you may have such an open world that a 
lot of the detailed inspection will not be as necessary as it seems now 
when we are inspecting nations which have quite a stockpile supply 
f arms. 

That is, there are real problems there. That is, I should say they 
are practical more than legal. They require or they would require 
changes in law. 

The laws could be changed, but the problem is how our people would 
take those changes; and I think one would have to be on guard, not 
merely the people saying that is contrary to our traditions, but it 
would lead to opposition to disarmament for that very reason. People 
would rationalize because they didn’t like this form of inspection, 
that the disarmament was not well contrived on other grounds. 

So it is something that attention must be given to, but that is one 
reason Why I emphasized in our preliminary proposals trying to get 
things that could be picked out whieh would require either no inspec- 
tion because they are self-detectable, or minimum inspection, so that 
wecould begin to have some idea of how international inspection teams 
would work and would be better prepared to deal with the other 
problems. 

Ido think that having a network of radar and monitoring devices 
that one knows a great deal of what is going on, would give us very 
valuable experience in limited inspection, and each experience might 
suggest other techniques which would be less appalling than wide- 
spread inspection might appear to us today. 


INCLUSION OF COMMUNIST CHINA IN DISARMAMENT AGREEMENT 


Senator Pastore. On that very point, Mr. Cohen, do you think we 
ould have a reliable disarmament agreement with Russia without 
including Red China ? 

Mr. Conen. I don’t think we can have comprehensive disarmament 
without including Red China. That is, the disengagement that I 

ke of in central Europe, we could have such arrangements without 

nina. We could make a beginning with aerial inspection and 
‘partial network that would cover all areas of the United States— 
arnetwork—and Russia. But when you get further undoubtedly 
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you cannot have world disarmament without one of the major military 
states being bound by your arrangements. 

Senator Pastore. So do you think we ought to embark upon gm 
agreement on disarmament on our part without having a comprehg, 
sive plan with all the powers of the world? 

Mr. Conen. I don’t think we can put in a comprehensive plan thy 
doesn’t have all the powers of the world. I wold not think, howeyg 
that that need be, that it would necessarily be that we could not hay 
preliminary discussions. 

Senator Pastore. I am not talking about discussions. I am actuylh 
talking about overt acts. 

Mr. Conren. No. You can’t have a comprehensive plan of disarm. 
ment that does not cover all the powers of the world with substantiy 
military forces. 

Senator Humpnrey. In Germany you have a political problem th 
symbolism of which is pretty well revealed by the establishment ¢ 
military forces in East Germany and West Germany. You coil 
have a disengagement there which would have a political effect ay 
at the same time a disarmament elfect. 

Mr. Conen. Yes, and the same problem in the Middle East. I dog} 
know what the more distant future may be but I suppose—— 

Senator Pasrore. I wasn’t talking on that point at all. 

Mr. Couen. I know. 

Senator Pastore. I asked my question predicated upon this iNspet 
tion system. Unless you are able to inspect all the parts of the worl 
that are suspicious. 

Mr. Conen. Exactly. 

Senator Pastore. I don’t think you would find the American peo 
in much of a frame of mind to begin disarming on our part withot 
making sure that all the powerful nations of the world were doig 
likewise. 

Mr. Couen. I am also skeptical of limitation of the number ¢ 
armed forces that would only embrace ourselves and the Russi 
and British and French because I think such limitations must k 
based on knowledge of what the other forces in the world are, 


CEILINGS ON ARMED FORCES 


Senator Humrurey. Mr. Cohen, during your service on the U.) 
Disarmament Commission I believe the level of forces which we hi 
recommended at that time was about a million for ourselves and! 
million and a half for the Soviet Union and China. Is that corre 

Mr. Courn. It was the same for ourselves as for the Soviet Unis 


and China. I think 





Senator Humpnery. A ceiling between a million and a million a 


a half; that’s right. 

Mr. Conen. Yes, but those proposals were subject to agreementt 
what the arms of the rest of the world would be. 

Senator Humrnrey. Right. 

Mr. Conen. They were taken simply as targets, that we woll 
have in starting out in limiting the arms of other countries. So tlt 
after one surveyed the whole world situation one would come bi 
and see how this fitted in. There has been some misunderstanding, 
at least it seems to me misunderstanding, because reservations ¥& 
attached to all proposals that the United States had previously mi 
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[am not sure about the way the proposals were made after 1952, 
it in 1952 all our proposals were made in the nature of working 
ls that were not intended definitely to bind our Government. 
i sped we might sit down and explore the possibility of progress 
slong the lines suggested without trying to create the idea that any 
wmtry was definitely binding itself to it, and I think that is 
important in most fields of disarmament, to create a feeling that these 
without binding the governments can be discussed in private 
tiations so both sides get some idea of the problems of the other 
have a right to rethink through their pent I am very much 
encerned by the fact that disarmament always gets mixed up in the 
wld war and while it is important that our views on disarmament be 
blicly announced, when negotiations, statements made in the course 
gf negotiations, become enmeshed in a cold-war propaganda the 
chances of practical progress are greatly diminished. 


PROCEDURE OF UNITED NATIONS SUBCOMMITTEE ON DISARMAMENT 


Senator Humrurey. This brings me to a question, Mr. Cohen, in 
reference to the U. N. Subcommittee on Disarmament which is really 
theoperating arm of the U.N. It includes the five nuclear powers— 
the United States, the United Kingdom, France, Canada, and the So- 
viet Union. Do you have any observations that you would like to make 
rlating to the procedures followed by that Subcommittee and the 
ativities of that Subcommittee. When I say “observations” I mean 
observations relating to improved procedures or any expansion of the 
sope of activities. 

Mr. Conen. Since the Subcommittee was established after my term 
with the Government, I don’t know whether I am sufficiently informed 
of all the details of their work to make recommendations, except I 
do feel that it is important to try to create conditions so the Subcom- 
mittee can work without binding their governments, but work pri- 
vately and without too much publicity to see what progress in the vari- 
ous fields can be made. 

That is, I think the public ought to be informed when definite prog- 
ress has been made and that there should be no binding of the public 
before they know what is going on, but I do think discussions and 
negotiations must proceed without each government being so com- 
mitted to their particular proposal that any change in point of view 
istegarded as a retreat, that we must avoid that situation. 


ORGANIZATION OF EXECUTIVE BRANCH 


Senator Humpnrey. Did your experience in disarmament negotia- 
tions indicate the desirability of establishing a special executive agency 
for disarmament policy formulation ? 
. Conen, You mean in our Government? 
Senator Humpurey. Yes. 
Mr. Conen. I myself was very pleased by the appointment of a 
high official with Cabinet rank to have charge of development and 
would be in the White House, so to speak, because I think it is im- 
portant, since you can’t have disarmament without the cooperation of 
the Defense Department and the State Department, that whoever is 
mcharge of disarmament must be in a relationship to the President 
87319—57—pt. 11-9 
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that he can bring the matters to the President’s attention and get 4 
decision rather than merely taking the lowest common denominaty 
of agreement between the State Department and the Defense Depart. 
ment. 
Senator Humpnrey. You feel that the establishment of the ofiy 
over which Mr. Stassen presently presides or occupies is desirabjp! 
Mr. Conen. Yes. 


RECENT UNITED STATES PROPOSALS 


Senator Humrnrey. Are you familiar with the most recent pp 
posals of the United States Government to the U. N.? 

Mr. Coen. No; I have not seen nor have I been consulted regayy, 
ing them. Indeed, I have not been consulted regarding any of thy 
proposals made since I left the Government. 

Senator Humrurey. The only thing we have on them are th 
news stories which appeared; I imagine there were several. I hay 
here before me the stories by Chalmers Roberts of the Washingtm 
Post and James Reston of the New York Times. It appears thy 
those disarmament proposals indicate, first, that the United Statg 
has given up insistence on mutual aerial inspection as an absolute 
prerequisite to any disarmament agreement. Prior to this it had 
always been stated that there would be no disarmament agreement, 
either limited or comprehensive, without first of all an agreement m 
aerial inspection and all that came with the so-called open-skig 
proposal. 

According to Mr. Roberts’ story, that has been modified. Thestorig 
indicate, secondly, that the United States is now willing to lower forex 
simultaneously with putting an inspection and control system in plag, 
In other words, it isn’t necessary to have the inspection system in plat 
before the force requirement is lowered, but these can be done in stage, 
one along with the other. 


LIMITATION OF ARMED FORCES 


Mr. Conen. I must say though that I am a little skeptical of th 
recent discussion of numbers limitation because it is so near the preset 
numbers that I think it represents probably on both sides, this 244 mil 
lion figure, not a limitation that is being put into effect by agreemet! 
but merely agreeing to do what both sides intend to do anyway, 
garding the numbers in their forces. 

Senator Humpnrry. It really doesn’t tell much about firepower 
does it, Mr. Cohen? 

Mr. Conen. No. 

Senator Humpnrey. In other words, a smaller number of men mij 
very well be able to level a much higher intensity of firepower? 

Mr. Conen. If they had a lower target, of necessity it would involn 
some limitation in firing power. 

Senator Humpurey. Presumably. 

Mr. Conen. Presumably. 

Senator Humpurey. Not necessarily though. 

Mr. Conen. Not necessarily, but presumably. While the preset 
figures talked about, it seems to me, are figures we are drifting tow 
anyway, and I am a little skeptical of the value of putting in an agre 
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nent what you are likely to do anyway as it gives a somewhat mislead- 
ing impression of what you intend to do. 


REDUCTION OF TROOPS IN EUROPE 


Senator Humpurey. ‘These news stories seem to indicate that our 

resent proposals would explore the Soviet Union’s proposal for a con- 
siderable reduction by the United States, the British, the French, and 
the Soviet Union in troops in the territories of NATO and Warsaw 
Pact countries. This has been interpreted in some places to indicate 
that the United States believes there can be a parallel consideration of 
both arms control and a European political settlement centered around 
the reunification of Germany. 

This has been, of course, vigorously denied in some quarters. 

Mr. Conen. I was very pleased when there was first indication that 

litical settlement and disarmament would be combined in approach- 

the problem of central Europe. I have been a little disheartened 
by other statements that would indicate that we may not be going for- 
ward in that field. 

But I have no real knowledge as to what our actual position is or 
will be. 

Senator Humpurey. I am not sure that it is helpful toward the 
raching of the objectives of disarmament to have news stories which 
apparently have authoritative sources but are constantly under the 
doudof being disavowed. It confuses those of us that would like to be 
friendly toward these objectives, and I can imagine what it does to 
those who are against them in the first place. 

Mr. Conen. It is very confusing. 

Senator Humpurey. It makes good copy, and I want to say I be- 
lieve in all possible news stories getting into print, but sometimes I 
think new policies rate official announcement. 

Mr. Conen. I suppose in part it may be due to conflicts within the 
Government, and under successive administrations it is not always 
easy to iron out those conflicts. 

Senator Humpurey. Mr. Cohen, you are always a very modest, tem- 
perate,and charitable man. I want to thank you very much for your 
comments and for your willingness to come and help us today, par- 
ticularly for your statement. 

Thank you. 

Mr. Conen. Thank you very much. 


INTRODUCTION OF DR. HANS MORGENTHAU 


Senator Humpnrey. The next witness is Dr. Hans Morgenthau. I 
am very happy to see you, sir, and to have you with us. 

Dr. Morgenthau is so well known through his books and magazine 
articles on the subject of United States foreign policy and inter- 
tational politics that I think he requires very little introduction, if 
any. 

He has taught for many years in this country at various colleges 
and universities, and from time to time his services have been called 
upon by the Department of State. At present he is the director of the 
center for study of American foreign policy at the University of 
Chicago. His writings range over the whoie field of American for- 
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eign policy, and invariably show penetrating analysis and ability ty 
get at the core of the oo 
Speaking for the subcommittee, we welcome him here today to give 


us his views on the subject of disarmament and its relationship ty 


American foreign policy. 

Dr. Morgenthau, we want you to tell us what you have in miyj 
that would be helpful to us. 

First of all, may I congratulate you on the articles in the Ney 
Republic? . 


Mr. Morcentuav. Thank you very much, sir. 


STATEMENT OF DR. HANS MORGENTHAU, DIRECTOR, CENTER Pp 
STUDY OF AMERICAN FOREIGN POLICY, UNIVERSITY @ 
CHICAGO 


Mr. Morcentuav. Mr. Chairman, let me first make a distinetigy 
which it seems to me is basic to the whole problem of disarmament 
That is the distinction between disarmament concerning weapons for 
all-out atomic war and disarmament with regard to weapons for what 
is generally called conventional war. I assume under the term “weap. 
ons of conventional war” also tactical atomic weapons. 

Now, with regard to weapons for all-out atomic war, it seems ty 
me to be impossible to talk realistically about disarmament. Fron 
all points of view, political, technical, inspection, for instance, seems 
to me to be obvious, and that is always true since the Acheson-Lilie. 
thal-Baruch proposals were published, that effective overall disarm 
ment is tantamount to the establishment of a world government, 

That is to say, without a supernational authority which is ablet 
inspect, control, and direct the whole economic life of the Nation, i 
is impossible to conceive of disarmament in that field. 

I would also say that while overall atomic disarmament would 
extremely desirable, as long as only 2 or 3 nations mortally afraid d 
each other and able to destroy each other completely in the process 
atomic war have atomic weapons, there seems to me to be very litt 
chance for an all-out atomic war breaking out through the deliberate 
action of either the United States or Soviet Government. Thereis,of 
course, the possibility of an all-out atomic war breaking out in conne 
tion with a local war out of circumstances which nobody is ablet 
control. 

But this is, I think, a risk with which we must live for the tim 
being, and I shall say in a moment a few words about how I think thi 
risk can be minimized. 


LIMITING THE USE OF FISSIONABLE MATERIAL BY FOURTH COUNTRIES 


There is, however, one problem with regard to all-out atomic wi 
which is not yet acute, but which is likely to become acute in a fet 
years’ time and that will arise when more than 2 or 3 nations 
have the ability to wage all-out atomic war; for if I am correctly 
formed, by scientists, it will be possible within 5 years or a decade fot 
6 or 8 or 10 or 12 or perhaps 15 nations who have fissionable materi 
to use the byproducts of fissionable material for the purpose of man 
facturing atomic weapons. 
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Orice this contingency has ocurred, it seems to me we will then be 
fronted with a situation infinitely more serious and infinitely less 
ible to control by the self-restraint than the one which exists 


con 
guscept 


ie if an atomic bomb explodes in the port of New York we know 
ainly could have planted it and could use atomic retaliation in 
order to operate against it and the very fact that we know it and the 

fact that we can use that atomic retaliation prevents such an 
tonic bomb from being exploded by the Soviet Union. 

But what is going to happen if in 10 years’ time an atomic bomb 

Jodes in the port of New York? Against whom are we going to 
ye atomic retaliation? Against whom are we going to drop atomic 

? 

body will know or nobody needs to know at least who planted 
that bomb. I dare say in comparison with the insecurity, perhaps 
gen the panic which will exist then in the relations among nations, 
the first decade of the atomic age may well appear as a kind of golden 
atomic age. : 

I think there is urgent need today before this contingency has ma- 
terialized to reflect upon ways and means by which this contingency 
en be forestalled and while I regard many of the disarmament pro- 
posals which have been suggested in recent times and in the last 150 
years or SO as utopian as not susceptible to realization, I think here 
js one area of disarmament where the vital interests of the United 
States and the Soviet Union coincide. And it seems to me there is 

nt need on the part of the Government of the United States to 
think about ways and means to forestall this contingency and to con- 
trol strictly the use of fissionable material for peaceful purposes. 


IDENTITY OF INTERESTS ON FOURTH COUNTRY PROBLEM 


Senator Humpurey. Yesterday Mr. Kennan said there are times 
when you can find an identity of interest between even alleged enemies, 
therefore the agreement becomes self-enforceable because of the need 
of both countries to have the agreement working. 

You are saying here that it may very well be that the United States 
md the U.S. S. R. may finally have some identity of interest in con- 
tolling fissionable materials, the production and the distribution and 
rocessing, simply because if they don’t do it now while the field is 
imited, they may never be able to do it at all when the field gets 
tilarged. ‘Thereby both would become the victims of insecurity and 
the ultimate victims of an unknown attack. 

Mr. Morcenrnav. Destruction, because the U. S. S. R. will be in 
the same boat as the United States. 

Senator Humrnrey. Wouldn’t this be particularly true if a major 
power outside the United States—Germany, for instance—becomes 
inatomic power. Let’s say the Argentine becomes one. Let’s say 
that Japan becomes one. Let’s say that China becomes one. Let's 
add Indonesia and India. 

Mr. Morcenrnav. France. 

Senator Humpnrey. These are all big nations. All of them have 
ertain problems with their neighbors or someone else. It is entirely 

ible, is it not, under your thesis that if you woke up some day to 
tam that an attack had taken place—you would have to be some- 
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where else to learn that it happened—the question confrontin 

is where did the attack come from, particularly with the intercon, 
nental ballistic missiles and other means of delivery. Is that why 
you are saying ? 

Mr. Morcentuav. Exactly. 

Senator Humpurey. Therefore, the time may be more propitigy 
now than later on. 

Mr. Morcentuav. Exactly. The whole mechanism of mutual de 
terrence will not operate when more than two nations are able to gt 
an atomic attack. The very foundation for the peace of the World, 
however precarious it is, will have disappeared under the impagt q 
this dispersion of the ability to wage atomic war. 

Senator Pastore. May I ask a question on this point? 

I concede the desirability of that happening. We are living ing 
realistic world. What is it that America can do to stop nations that 
do have fissionable material from developing it, as we have or 

Russia has? Portugal, for instance, has the source material, [fj 
desired to develop it, what would we, or what could we, do to stop it} 

Mr. Moreentuav. Portugal does not have the industrial estaltish 
ment necessary for the transformation of raw uranium into fission. 
able material and into atomic power, 


NEED FOR A MULTILATERAL DISARMAMENT AGREEMENT 


Senator Pasrore. She doesn’t have it today. It doesn’t mean gh 
might not have it 10 years from today. She can develop the industrial 
productive capacity. 

How would you write that into a disarmament agreement? That 
is the practical question I would like to ask. Maybe it would har 
been a wonderful thing if this tremendous power had not been dis 
covered at all. It may prove to bea boon. On the other hand, it my 
bring about chaos. It could be used for good, but it has been usa 
for bad. Now realizing the fact that it is here and all the nationsd 
the world know it is here, realizing the fact that all the nations 
of the world will be dealing with this tremendous power even fot 
peaceful uses and the transition between using it for a war and usi 
it for peace is so small and so slight—as a matter of fact, a distin 
guished gentleman said here this morning it is like remolding som 
soap—realizing that this plutonium which is a byproduct of your 
reactor can be used for the purpose of making a bomb, and mostd 
the nations in the world will be dealing with reactors in time to comt 
and may be producing plutonium that could be made into bombs 
how could two nations write an agreement that would stop the wheel 
of progress? 

Mr. Morcentuav. Senator, I appreciate your question and I cor 
fess I have no satisfactory answer to it. This is in fact part a techniel 
question whether there are the technical devices available or possible 
of development by which one may be able to control the use of atomlt 
energy. 

Furthermore it is a political problem. For if the United States and 
the Soviet Union are equally interested in stopping a developmetl 
which if it is not stopped is likely to destroy mankind, then one cil 
envisage some kind of world government which will be established 
for the purpose of preventing this contingency from occurring. 
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senator Humpurey. Dr. Morgenthau, I didn’t understand you to 
ay that this agreement would be just between the United States and 
ie. 5.5.R. I understood you to say there should be a multilateral 
ternational agreement. 

Mr. MorcenrHAU. Yes. . 

Senator Humpurey. Now—before it reaches a point where you 


ant get it. 
WEAKNESS OF INTERNATIONAL ATOMIC ENERGY STATUTE 


Mr. Morcentuav. That is correct. If you get it. The interna- 
mal atomic energy statute which probably will soon be before the 
(ogress for consideration contains provisions for control which in 
ny opinion are very weak. Whether they could be strengthened and 
What means they could be strengthened is in my opinion an open 
ion. But what I want to point to is the enormous importance 
this problem and the very little discussion in public which has 
ken account of that very importance. 


POSITION OF FRANCE ON CONTROL MEASURES 


Senator Humpurey. Take, for example, the control of produc- 
im of weapons. I understand that the Republic of France, for ex- 
mple, says “Not until we produce our weapon.” The French are right 
tthe point now of being able to produce nuclear weapons. They 
lave had their fissionable material and their peacetime use for some 
time, but the most recent report is that they are unwilling to enter 
into a particular kind of settlement until they have produced a 
sockpile of bombs. 

Mr. MorcentHav. Especially under the impact of their weakness 
which has been revealed recently in the venture in Egypt. The ques- 
tion then is what should the United States do if such agreement is not 
dbtainable, and it is very unlikely that it will be obtainable for 
the very reasons you have just outlined. A country such as France, 
which realizes that it cannot be regarded as a great power without 
tiomic weapons, will hardly agree to see such a self-limitation which 
wil forever ratify its status as a second- or third-rate power. 

Iet me then, if I may, turn to the other area of problems which it 
sms to me must be distinguished from the first and which concern 
te weapons useful for conventional war, within which I include tac- 
tical atomic weapons. 

Now, it seems to me that here exists a wide field of possible measures 
thich could be proposed and might be taken and which are all related 
tothe political i which await settlement. I think there exists 
wtonly an intimate relation between unsolved political problems and 
the armaments race, there exists also a priority which clearly points 
othe paramount importance of political problems. 


FAILURE OF DISARMAMENT AGREEMENTS 


Why is it, for instance, that of all the many disarmament proposals 
Thich have been made, only two have succeeded—one ermanently 
ind the other temporarily—and they both have followed a previous 
any settlement. I am referring to disarmament between the 
ited States and Canada, which was a result, you may say a by- 
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product, of the settlement of the outstanding political issues. And, 
other one was the Washington Treaty of 1922 limiting naval ayy, 
ments between the United States, Great Britain, Japan, France, ay 
Italy, which also followed, especially in relation between the Unite 
States and Great Britain on the one hand and Japan on the other, 
litical settlement. As long as this political settlement las thy 
isarmament treaty was observed. At the very moment when Jg 
thought it was able to revoke the political settlement by inva 
Manchuria it also revoked the clauses of the Washington Treaty 
1922, limiting its freedom of action in the field of disarmament, 
I think one can make another test in order to show that a politic 
settlement must have priority over disarmament. Why is it, for ip. 
stance, that we are afraid of Russian arms and that the Russiang gy 
afraid of American arms but we are not afraid of British arms? Ny 
body thinks of the danger coming from Great Britain of an atom 
attack, I think, for the obvious reason that there exists no politiq 
issue between the United States and Great Britain which would mak 
it appear convenient or advantageous for Great Britain to stage sud 
an attack. 


PRIORITY OF POLITICAL SETTLEMENTS OVER DISARMAMENT 


And so I think it is imperative that we realize the priority whic 
political settlements must have over the technical aspects of dis 
armament. It seems to me especially that the interwar period i 
highly instructive in this respect. The enormous intellectual nail 
and time spent in devising ingenious formulas in the relation betwen 
France and Germany for instance came all to naught because the basi 
political problem separating France and Germany had not bea 
solved—had hardly been faced. 

There is great danger that we get absorbed in the technicalities o 
disarmament without realizing that the outstanding political issu 
the unsolved political issues, such as the question of Red China orth 
unification of Germany, are the issues which threaten war and m 
the fact that nations happen to have arms. If we can imagine fors 
moment that all the outstanding political issues were settled, “a 
need worry about the fact that nations have arms because there w 
be no incentive, no issue for which those nations might want tow 
those arms. I suppose this is all I wanted to say in this context, 

Senator Humpurey. In other words you are placing your emphast} 
upon the importance of the settlement of the political issues as4 
priority to proposals relating to disarmament, Doctor? 

Mr. Morcenrnuav. Yes, indeed. 

Senator Humpnrey. You heard Mr. Cohen speak before you. Ht 
felt there was a kind of simultaneous or concurrent reaction betwee 
the political and the disarmament proposals. 

Mr. Moreentiav. That is true, of course, to a certain extent. 
you could induce both parties to withdraw troops from the centerd 
Europe, you would thereby have contributed to the alleviation d 
tension. The question, however, arises whether you can do that with 
out having first tackled the political problem. So you are really hen 
facing the old problem of the chicken and the egg. Certainly then 
exists a relationship, but I would still say that disarmament its 
meaningful disarmament, becomes impossible as long as there exis 
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ysolved political issues which the participating nations regard as 
sital to themselves. 


ROLE OF THE SECRETARY GENERAL OF THE U. N. 


Senator Humpurey. Mr. Morgenthau, we have noted of late that 
there has been an increased role for the Secretary General of the 
[.N., and that he has been called upon to serve in the midst of crises, 
asan agent of the U. N., seeking to settle the dispute at issue. He 
often must perform this role with little instruction or policy to guide 
him. I recall that he had very little policy to guide him on some of 
the tian matters. Do you believe that, within the limits of his 
fice and under the kinds of resolutions by which he has been called 

n to act, the Secretary General could properly make recommenda- 
tions for various kinds of disarmament devices such as demilitarized 
gones and control over the arms traffic; and should such recommenda- 
tions cover specific geographic areas as well as recommendations 
which would apply generally ? 

Mr. Morcentuav. I would regard this proposal as extremely daring 
and dangerous for the U. N. itself. We should not forget that what 
the Secretary General was able to do in the Suez Canal crisis was not 
tocontribute anything to the substantive solution of the outstanding 
issues but simply to provide modes by which it was made easier for the 
nations concerned to stop the fighting and to contribute to the restora- 
tion of the status quo ante bellum. 

What your statement refers to is part of the substance of the politi- 
cal settlement itself. You could well isolate the creation of a neutral- 
ied Zone or the withdrawal of troops from a certain region of the earth 
from the overall political problem, and certainly the Secretary General 
of the United Nations, as it is at present constituted, has no possibility 
tosubstitute a solution of its own, a political substantive solution of 
its own, for those of the nations concerned. 

The Secretary General can help in effectuating such a solution but 
I think the substantive solution itself must come from the nations 
encerned. And I think the recent crisis and our attitude toward the 
reent crisis has tended to obscure this essential relationship between 
the national policies of the members of the nations and the functions 
which the U. N. is able to perform with regard to them. 

Senator Humpnrey. This is a very important observation that 
you have made, Doctor, and I want to say that this is one that bears 
a deal of study from here on out on the part of our foreign 
policy and its direction. It is one thing to work through the U. N. 
orto place your problems in the U. N., it is another thing to be able 
to follow through with the detail, the lines of demarcation in which 
the U. N. is to work, the policy directives that are to come. And I 
think when you study the role of the Secretary General—and this is 
not to criticize him because I think he has taken on almost a super- 
uman and inhuman task in recent efforts—you see that there has 

all too little real policy guidance. He has been left more or less 
to find his way. This is one of the pitfalls, it seems to me, of U. N. 
activity or of working through the U. N. that we have not faced up to. 

Lalso think it may result in a weakness in our own national foreign 
Policy because after all the U. N. is a mechanism through which we 
work and unless our road map is pretty well designed as to the objec- 
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tive of our journey, we can get into the mechanism but have no jd 
where we are going. ; 

Mr. Morcentuav. In other words U. N. is not a substitute for ny. 
tional policies. It is simply a channel through which—— 

Senator Humpurey. It is a new channel or instrumentality for thy 
utilization or direction of national policies. 

Mr. Morcentuav. Yes, indeed. 

Senator Humpnrey. I don’t think this has been able to sink hom 
yet. The U. N. is really but a structure. As such it does not hay 
spirit and direction and purpose exccpt insofar as the member statg 
give it that direction, spirit, and purpose. I think it is very importan, 
as we get into disarmament discussions and utilize the U. N,, thy 
we understand—unless the instructions are quite specific and th 
lines are quite carefully drawn—that we may well turn over to agents 
in the U. N., responsibilities which we wouldn’t even entrust to oy 
own nationals and which may vitally affect the national security, 

Mr. Morcentuav. And you might get results at variance with yor 
national objective. 

Senator Humpnrey. Exactly. Once you put the process in motiq 
it is pretty difficult to call it off—particularly for a nation who abidy 
by my charter—even though it may get out of hand. Senator Spark 
man 

Senator Sparkman. No questions, thank you. 

Senator Humrnrey. Senator Pastore? 

Senator Pastore. No questions. 

Senator Sparkman. I enjoyed this discussion, this exchange 
tween the good doctor and the learned Senator. 


CONTROL OF ARMS TRAFFIC 


Senator Humpnurey. I want to ask Dr. Morgenthau just a wor 
about arms traffic. Do you think that in certain areas—I asked thi 
question of Mr. Cohen—the problem of arms traffic is acute, ani 
secondly, should some attempt be made to control it through interm 
tional agreement ? 

Mr. Morcentnav. I answer your first question in the affirmatiy, 
and I would answer your second question with a shrug of the shoulder 
I must say that I doubt, at least on the basis of all precedence, thi 
the control of arms traffic can be successful when one great powers 
interested in that very traffic. And I think the real problem does ni 
lie in the traffic of arms, but in the unsettled political situation. 

I would again find that if one would concentrate too much attentiat 
upon such a technical problem as the arms traffic, one would deal wit 
a symptom and not with the cause of the disease. 

Senator Humpurey. Deal with the symptom ? 

Mr. Morcentuav. Yes; I think this is really a minor issue in tht 
overall situation. Let me suppose you were able, which you probably 
will never be able to, to control all traffic of arms in the Middle Eas, 
what you would then have is exactly the same incentive to war you 
have with the arms traffic going on, only that it would be fought om 
lower level of weaponry, either with obsolescent weapons or Wi 
fewer weapons but the danger of war arising out of the unsettled polit 
ical situation would remain exactly as it was. 

Senator Humpnrey. One of your contemporaries in an articlet 
the Foreign Affairs magazine, I speak of Mr. James E. King, pt 
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ded the theory that if we were to reach an agreement that nuclear 
gapons were not to be used in any future war, the United States 
have an advantage over the conventional forces of the Com- 
nunist bloc because it is precisely in the ability to develop and utilize 
ern weapons, or modern weapons systems of conventional warfare 
ihat the United States has an advantage. Therefore do you believe 
hat'consideration should be given to negotiating agreement on the 
kind of weapons that should not be utilized in war, such as an agree- 
nent not to use nuclear weapons? Do you believe that without any 
ment limiting the kind of weapons there is danger that the threat 
MP all-out nuclear war might result in a reluctance to use force or 
threaten the use of force at the time when the international situation 
may require such action ? 
at is an awfully long question. 
Mr.MorcentHav. Yes; I will try to remember the first part of it. 
Senator Humrnrey. I will come to the second part. 


FEASIBILITY OF AGREEMENTS ON KINDS OF WEAPONS 


The first part is, do you believe that consideration should be given 
tonegotiating agreement on kinds of weapons that could, or may, or 
should be utilized in case of arms conflict ? 

Mr. MorcenrHav. I doubt that such a proposal is feasible at all. 
First of all I would question the assumption upon which this proposal 
isbased, to wit, that the United States has an advantage, would have 
madvantage if in that the use of atomic weapons were outlawed. The 
whole evidence of our new—or the latest—military look is against it, 
because we are trying to make up for our inferior manpower by the use 
of tactical atomic weapons. Our whole strategy in Europe is based 
upon that conception. Furthermore I don’t believe for a moment— 
and again I think history bears me out on that—that you can make 
such an agreement stick. 

When it comes to war, that is to say, to victory or defeat or survival 
ordestruction, all nations will use all the weapons which they deem 
tobe serving their interests, with or without agreement. They will 
refrain from using certain weapons which might become self-defeat- 
ing or useless, such as was poison gas in the Second World War, or 
they may use other weapons only in a limited way. But legal agree- 
ments I think are virtually useless when it comes to such questions 
ofsurvival. 

Take for instance, the international treaties which have been con- 
cided concerning the limitation of submarine warfare which you 
may safely say were not worth the paper on which they were written 
beause they were violated wholesale in the first war under protest 
ind in the second war they were violated without any protesting. 


OUR SECURITY COMMITMENTS WITH OTHER NATIONS 


Senator Humpurey. Dr. Morgenthau, there is just this one observa- 
ton I would like to get from you. Do you feel that we have made 
more policy or more security commitments with other nations in areas 
ofthe world than is in the capacity of our military to fulfill? 

you so understand ? 
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Mr. Morcentuav. Yes, I am just trying to phrase my angwep; 
such a way as to make myself clear. If you consider those diff 
security agreements, the different alliances in terms of the diff 
local situations, the different areas to which they apply, it ig gy 
tainly beyond the imagination that we have the manpower to defen 
those different areas physically within those areas. 

Certainly it is inconceivable, and I think no military man, no nj, 
tary planner, would conceive of it, that we could send armies 
the globe to all of our allies defending them against aggression, Hoy. 
ever, I think this has not really been the purpose of those agree 
even though their phrasing and their whole appearance lends its} 
to such an interpretation. 

The actual purpose has been rather unilateral—a declaration thy 
we will resort to either atomic retaliation or whatever military meg 
ures may be necessary beyond local defense if and when one of thoy 
countries should become the victim of outside aggression. 

I personally believe that this purpose would have been much betty 
served by some kind of unilateral declaration on the part of the Unita 
States, as such which is now before the Congress with regard to th 
Middle East, which declares the interest of the United States iny 
certain region and its willingness to use military force to defend} 
I think this unilateral method would have been less ambiguous agj 
less burdensome in its legal stipulations for the United States thy 
the present multilateral arrangements all over the globe. 


UNITED STATES TREATIES IN THE MIDDLE EAST 


Senator Humpurey. Now, speaking of the Middle East, thers 
the Baghdad Pact there. I was looking at the map the other dy 
as we were listening to some of the preliminary discussions on th 
present proposal relating to the Middle East and the only county 
which has any immediate geographical relationship to the Sovi 
Union that is not covered in a security treaty with the United State 
is Iran. 

Mr. Morcentuav. Is Iran not covered by security arrangement? 

Senator Humpnrey. Iran may have some kind of a mutual assistant 
pact with our Government. I don’t recall. 

Mr. Morcentuav. I would say those technicalities are really m 
very important. 

Senator Humpnurey. I agree. 

Mr. Moreentuav. For if war breaks out nobody is going to lot 
up the different treaties and compare one provision with the othe 
Everybody will ask, as in the case of Korea, should we do anything al 
if so,what? And it will be done within a couple of hours. 

Senator Humpurey. What I am getting at is the President now a 
for participation by the Congress in a statement to the effect that ® 
authorize the President to use the Armed Forces to resist Communs 
aggression. I am of the opinion that we already made that comm 
ment insofar as NATO is concerned. I am confident we made it# 
far as SEATO is concerned. What I am saying is there was 0 
country—Iran—to which I wasn’t sure we had made it openly all 

ublicly. What is the need of a unilateral declaration here? Ist 
it understood that if the Soviet moves into a vital area where Ame 
can interests are at stake, that it is to be presumed that we have bet 
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ding these millions of dollars to do something, namely to defend 

Ives. 5d tae 
Yr. Morcentiav. But under certain circumstances it may be neces- 

to say something twice. We have already said it before under 
girely different circumstances. But now the British power which 
mas the only stabilizing factor in the Middle East until recently has 
dappeared and that has disappeared in good measure because of our 

icy. 

my there is a vacuum which has been partly filled by the Soviet 
Jnion, as in the case of Egypt and Syria, and I think a demonstra- 
fiom is needed in view of the difficulty that foreign statesmen have in 
méerstanding the processes of American policy—sometimes Amer- 
ans have such difficulties too—to say in unmistaken terms that we 
ge vitally interested in that area and that we replace the British 
power which has dispersed. 


THE REAL IMPORT OF THE MIDDLE EAST RESOLUTION 


[personally find the phraseology of the President’s message un- 
fortunate. I think this declaration is in truth not directed against 
Russian aggression. I cannot imagine where the Russians can attack 
nopen military aggression in the Middie East and I have difficulty 
understanding how you define subversion, Communist subversion 
o Russian subversion, in such a way as to make a clear-cut case for 
nilitary intervention. 

I regret this and I have some ideas why this has been done. I 
think that it primarily has been done because the executive branch, 
soften before, has underestimated the willingness of Congress to 
igre to do what is necessary on a clear-cut straightforward presenta- 
im of the fact. In actuality this resolution is not directed primarily 
iuinst Communist aggression but against general disorder. That 
Sto say, we commit ourselves to see to it, if necessary with military 
force, that some semblance of order is maintained or if need be 
rstored in the Middle East. 

Senator Humpurey. Well, that is quite a new interpretation. Let 
mesay quite a frank interpretation, Dr. Morgenthau. 

Mr. MorcentrHav. It was intended to be frank. 

Senator Humpurey. I have no further questions to ask you, that 
ant wait for another day, and I also want to thank you very much 
for your willingness to come here and participate and to share with 
isyour great knowledge of the international situation. 

ank you very much. 
(Whereupon, at 4:30 p. m. the hearing was adjourned.) 


xX 
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WEDNESDAY, JANUARY 16, 1957 


Unirtep States SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
SUBCOMMITTEE ON DISARMAMENT, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10:05 a. m., in the 
aucus room, Senate Office Building, Senator Hubert H. Humphrey 
(chairman of the subcommittee) presiding. 
Present : Senators Humphrey, Pastore, Symington, Wiley, and Sal- 
tonstall. 
OPENING REMARKS OF THE CHAIRMAN 


Senator Humpurey. The Subcommittee on Disarmament is meet- 
ing today for a second series of hearings of private citizens who have 
heen invited to testify on various aspects of the control and reduction 
of armaments. 

Since our hearings of last week, Ambassador Lodge, United States 
representative to the U. N., has announced the latest United States 
proposals on the disarmament problem. I should like to make just 
afew comments on these proposals at this time. 

First of all, they indicate that the United States is willing and 
able to continue the search for an answer to the perplexing disar- 
mament question. It is heartening to know that we are always ready 
tomake new beginnings, despite the frequently discouraging re- 
sponses of the Communist leaders in Moscow. 

The new American plan, although to a certain extent a reformula- 
tion of past proposals, recombines these proposals and introduces new 
dements that make the United States position more flexible, and in my 
personal opinion more realistic. 


NEW DISARMAMENT PROPOSALS OF THE UNITED STATES BEFORE THE U. N. 


_ New elements in the American plan include suggestions for bring- 
ing into the scope of an armaments control system future efforts to 
develop outer space missiles and satellites. 

The aim of this proposal is to assure that these outer space vehicles 
will be devoted exclusively to pacific purposes within the framework 
of a system involving international inspection and participation. 
Thus far, this proposal has been stated only in general terms, and 
there are still many blank spaces that must be filled in before a 
complete impression of this new plan can be obtained. I hope that one 
ofthe results of our hearings over the next 2 days, today and tomor- 
tow, Will be some clarification of this proposal. I mention this because 
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the witnesses that we are to hear today and tomorrow are qualified 
in the technical aspects of disarmament. 

A second new but less far-reaching point in the plan outlined by 
Ambassador Lodge is that calling for advance notice and registry. 
tion of all nuclear tests, and permitting limited international obseryg. 
tion of such tests. 

The United States at least in part already observes this practice, ang 
the main effect of the adoption of this suggestion would be to peng 
trate the thick curtain of secrecy which the Soviet Union now throys 
around its nuclear test explosions. Its adoption could be a usefyl 
preliminary minor step in the direction of increased international] 
confidence in the creation of an atmosphere favorable for furthe 
disarmament negotiations. Other parts of the United States dis 
armament proposals are substantially a restatement of past overture, 

This is in no way to underestimate their importance. There ap 
certain features of the disarmament proposals that you continy 
from time to time because of the universality of their importancg 
They include the proposal for control of future production of fig 
sionable materials under effective international inspection, so that they 
shall be used exclusively for peaceful purposes; the proposal to limi 
and ultimately stop all nuclear tests, once a workable plan for contr 
of atomic materials has gone into effect ; the proposal for the reduction 
of Armed Forces to a first stage level of two and a half million men for 
the United States and the Soviet Union; and the proposal for the pre 
vention of surprise attack through open skies aerial surveys and 
ground inspections at key military and communication centers. The 
United States has injected fresh elements into the last two points, how. 
ever, by the provision that an inspection system not be in operation 
before the first stage reduction in Armed Forces is made, but mighth 
installed concurrently, and by the additional proposal that the open 
skies guaranty against surprise attack need not be adopted as a neces 
sary first step in disarmament, but might be put into operation it 
any time. 

And I would note for the record that this is a rather sharp departur 
from our previous stand. I hope that these new proposals are pit 
forth in the realization that other proposals might also be required, 
and I think I am at liberty to say that Ambassador Lodge and those 
associated with him realize that there may be a need for other pro 
posals. 

DESIRABILITY OF MAKING FURTHER PROPOSALS 


It should be noted this morning that the Ambassador’s remarks have 
been directed to the Disarmament Commission, and the working am 
of the Disarmament Commission is the Subcommittee on Disarm 
ment, which I would imagine will go into further developments d 
our disarmament proposals. 

Senator SarronstaLy. Would the Senator yield on that point? 

Senator Humrnurey. Yes. 

Senator Sarronstaty. You mean by that the Disarmament Subcom 
mittee of the United Nations? 

Senator Humpnrey. That is correct; that is right. 

For example, no mention is made of the relationship of the total 
problem of disarmament to the question of European security 
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Furthermore, no mention has been made of the recent proposal of 
Chancellor Konrad Adenauer for a world agreement to ban the use 
ofthermonuclear weapons in war, __ 

J would like to emphasize that neither the problem of European 
geurity nor that of the control of thermonuclear weapons need await 
the adoption of a comprehensive disarmament agreement. Our Gov- 
emment should be taking steps now to achieve a settlement of these 
problems. What I mean there is that we should be oe toward 
the development of a proposal in which we have weighed both the 
assets and the liabilities so that we are prepared to negotiate if at any 
time such an opportunity is made available to us. 

Perhaps proposals to aid in the solutions of these problems will be 
forthcoming. I would like now to turn back to the specific purpose 
of the hearing this morning, that of considering some of the technical 
roblems of disarmament. 

We do not expect the very distinguished witnesses we have with 
ws today to cover in the limited time available all of the technical 
roblems involved in controlling the weapons of war. Rather they 
vill address themselves to particular problems, and supply informa- 
tion that the subcommittee lacks, perhaps open up new areas for our 
consideration. 

[add only for the record that I am convinced that the fact that 
ve are holding these hearings at the same time as the discussions are 
going on at the United Nations is all to the good. I would ask my 
colleagues to note that the Soviet Union at the U. N. did not do itself 
any good, according to the remarks of many of the other delegates, 
by their continuance of the cold war during the disarmament dis- 
cussions. Psychologically and in terms of world public opinion they 
severely damaged themselves, and this has been indicated by many a 
comment that we have already had brought to our attention. 

Senator SarronstaLL. Mr. Chairman, may I just say, and you will 
agree With me, will you not, that the priatial point made by Am- 
bassador Lodge’s statement is the fact that we are willing to continue 
togo ahead on disarmament proposals, and to keep the matter fresh 
inthe United Nations. 

Senator Humrurey. Yes, I read very carefully Ambassador Lodge’s 
statement. I have already dropped him a note of personal commenda- 
tion and congratulations. I thought he did a good job, not only as 
im individual—as our representative—but I also thought that the 
proposals which our government advanced were constructive and ex- 

ingly helpful, and at the same time may I say that the Soviet 
Union by comparison presented little or nothing new, which was a 
nther shocking thing in light of the constant emphasis upon the need 
of disarmament discussions. 


DANGER OF COMPLACENCY ON OUR PART 


Senator Wier. Mr. Chairman. I appreciate fully your statement. 
Twould like to ask you this: While the Soviet has not’ done itself any 
good, isn’t it better that they expose their cards—by that I mean their 
mental attitude—so that we ourselves do not get sucked into a condi- 
tion such as we had before Pearl Harbor, where men of stature in this 
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country on the floor of the Senate said, “There will be no war; we wil] 
have no further trouble?” 

It seems to me that the lesson that has come out of the Kremlin's 
recent mental attitude is that there is very little chance of gett; 
together on disarmament because these men cannot and will no 
keep faith, once they do agree. It seems to me that the basic eondj. 
tion that we must really strive for, is first to get people to keep agree. 
ments and to see the advisability of keeping them. In this atomic ag 
if we cannot press that home, it would seem that talk about disarmg. 
ment might have a detrimental effect. It might get us into a com. 
placent mood of thinking we can accomplish by mere recitation op 
resolution, or by mere treaty, that which the human mind will no 
agree to as a matter of fact. 


PURPOSE OF THE SUBCOMMITTEE’S HEARINGS 


Senator Humpurey. I think the Senator is very right. 

May I say that one of the objectives of this subcommittee is to lg 
before the American people the difficulties as well as the opportun- 
ties that are involved in disarmament. I think this subcommittee has 
performed a real service in one area, namely, to cite for the American 
public that this is not a task that is easily accomplished or to be under. 
taken by people who are anything less than realists. 


INTRODUCTION OF MR. THOMAS K. FINLETTER 


Our first witness is Mr. Thomas K. Finletter, a good personal friend 
of mine and of other members of this committee, and one of ow 
most distinguished citizens. 

Mr. Finletter served as Secretary of the Air Force from 1950 t 
1953. Earlier he had been head of the Air Policy Commission which 
made the report, Survival in the Air Age. His book, Power and 
Policy, published in 1954, deals with the military and air power con- | 
siderations of foreign policy, and the foreign policy considerations of 
military policy. I might say that we are all very much indebted to 
Mr. Finletter for his discussion of power and policy, both as it relates 
to military and foreign policy. Nearly a quarter of Mr. Finletter’ 
book is devoted to disarmament, and we know through his speeches and 
writings that the former Secretary of the Air Force has given quite 
as much profound thought to disarmament as he has to effectir 
armaments for national security. 

This is just a thumbnail sketch, sir, of some of your many cont: 
butions. Every member of the committee knows you, and we ar 
delighted and honored that you could come and share some of your 
time with us and give us some of your observations. I am going to 
ask you to proceed. I understand you have a prepared statement, Mr. 
Finletter. Then we will reserve the right if you will permit us todo 
so, to ask you questions. 

Senator Symrneron. Mr. Chairman? 

Senator Humpnurey. Yes, Senator Symington. 

Senator Symineton. I have two additional hearings this morning. 
May I respectfully suggest that Mr. Finletter, inasmuch as I will have 
to leave fairly soon, be allowed to read his statement through befor 
any questions are asked by the committee ? 
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Senator Humpureyr. Correct. I think that would be fine, sir. As I 
understand it, there are 2 members here at least that will have to leave, 
and we will yield to you 2 gentleman for early questions. Proceed. 


STATEMENT OF THOMAS K. FINLETTER, SECRETARY OF THE AIR 
FORCE, 1950-53 


Mr. Finterrer. Mr. Chairman and members of the committee, I am 
honored at this opportunity to appear before you. I would like to 
sy that I am in agreement with the chairman’s statement that Am- 
pyssador Lodge’s statement of January 14 outlined the five proposals 
ofthe American plan for disarmament, it is a step forward—does add 
fexibility—and I think the Ambassador and the Government are to 
be congratulated on it. 


THE CONSTANTS IN OUR PRESENT NATIONAL POLICY 


[think I can give my views on disarmament by commenting on the 
deonstants” announced in the Second Interim Report of this com- 
mittee. Constants are defined as those aspects of our present national 
policy which, according to officers of the executive branch of the Gov- 
emment who have testified before this subcommittee, “are not subject 
to modification.” The proposals of the United States Government 
made by Ambassador Lodge before the Political Committee of the 
General Assembly on January 14 do not appear to modify any of 
these constants. 

In the Second Interim Report five constants are listed. The five 
taken together state the following major lines of national policy: 

First, that present national policy envisages partial disarmament 
mly. Further, there is to be no machinery to enforce this partial dis- 
amament. Our protection against a breach of any disarmament 
agreement which we sign is to be an “adequate” inspection system. 

Secondly, the partial disarmament which is being planned is a 
srious one. We apparently are thinking of weakening our air-atomic 
power as wel las our conventional Airmed Forces. Also, in the pro- 

ls of January 14 by Ambassador Lodge to the Political Committee 
of the U. N. there were certain other partial reductions which were 
proposed—namely, the use of all future production of fissionable 
material for nonweapons purposes; second, the limitation and ultimate 
dimination of all nuclear-test explosions of all kinds, not just the big 
bombs; third, certain limitations on military personnel, to which the 
chairman has already referred ; fourth, subjecting the testing of outer- 
= objects to international inspection so as to assure that the future 
evelopment of these objects will be exclusively for peaceful and 
ientific purposes ; and, finally, a development of the inspection system 
on open skies, open ports, and open centers; and, as the chair- 
man commented at the opening of the session, the new idea that this 
can be reached in stages, and not necessarily all at once. 

Now the third point from these constants, is that we have appar- 
ently abandoned the policy which was announced by President Tru- 
man in his address to the U. N. on October 24 of 1950, and in his 
broadcast of November 7, 1951, and also announced in President Eisen- 
hower’s April 16, 1953, foreign-policy address; all three of which in 
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effect called for the United States to lead in an attack on the instity, 
tion of war by means of a substantially total plan of disarmament, tg 
be reached in stages and to be enforced by United Nations arma 
forces. 

Fourth, as I understand it, the major reason for this change jp 
policy is set forth in the fourth constant, which is— 


Outstanding political questions between the Communist and free Worlds 
must be resolved before substantial reductions can be made in armaments, 


REEXAMINATION OF THE “CONSTANTS” RECOMMENDED 


I earnestly hope, Mr. Chairman, that these constants will be » 
examined by this committee, for the following reasons: 

First, I think it is a mistake to base our disarmament policy m 
the idea of partial disarmament. I believe that any attempt to nego. 
tiate with the Communists for partial reduction in forces will, jy 
practically all cases, be either futile or possibly dangerous. The 
Communist position always has been that they will agree to redug 
armaments where the reduction works to their advantage. 


CUTS IN FORCES SHOULD BE CONSIDERED CAREFULLY 


We, in turn, are compelled to do much the same thing. It woulj 
be wrong of us to agree to a partial reduction of forces which would 
be to our disadvantage, and so unless we or the Russians make a mis 
take, which would weaken our, or their, military position, the policy 
of partial disarmament will achieve nothing, and it is indeed tant 
mount to a decision not to move forward in a serious way with the 
problem of disarmament. 

We could agree to minor cuts in our forces where the forces We 
would give up are not important to our strength. But we can d 
that anyhow without any agreement with the Russians. And theo 
retically, but I think only theoretically, there might be a situatia 
where an agreement to reduce certain kinds of forces might be to 
the advantage of neither side, in which case the danger for us would 
be that we would keep our part of the bargain and that the Russians 
would not. So before we agree with the Communists on any partial 
reductions, we should be certain (a) that the agreement, if carried 
out, will not work to our disadvantage, and (6) that the inspection 
system is absolutely sure to catch any violation by the Russians, 

We should be on our guard I think, too, if the Russians were to 
agree to a partial reduction in armaments, which was favorable to us 
For we could be sure that they had some device for evading the agree 
ment. The Russians will never agree to give us a military advantage 
and mean to keep the agreement. 

A typical example of this is the one which was referred to by the 
chairman, which is in the constants and also is in the fifth report 
of the committee, and in the Lodge proposals; namely, a suggestion 
by us that we reduce our military manpower to 214 million men in the 
services, and the same thing for the U. S. S. R. and for China 
whereas the Soviets are proposing a reduction of 114 million. 

Our present figure, sasuilind to the committee Report No. 5 of 


men in the armed services, is 2,814,632, and I would assume that the 
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fact that we are proposing a reduction of three hundred and fourteen- 

odd thousand means that we can do this without seriously weakening 

our striking power. 
Parenthetically I would suppose, Mr. Chairman, that this also 


: would contemplate that we would continue to have the forces in 


NATO, the five divisions in NATO, which are now there, and that 
any worries which the West Germans might have in this regard would 
not be justified. 

The danger of this proposal of the Russians is of course that we 
smply cannot afford to accept it because it would reduce our forces 
below an acceptable figure, and, furthermore, we could not be sure 
that they would keep it, because by paramilitary devices and the like 
they would be able to evade it. So it may be that the Russian pro- 

is only for propaganda purposes, since they know as a prac- 
tical matter it is impossible for us to cut our forces to 1% million. 
But more serious than this in my view is the statement in the second 
interim report that it is our present national policy, and I am 
quoting— 
to insure security, in the event a disarmament agreement is reached, by the 


maintenance of a military deterrent of somewhat smaller dimensions than that 
which exists at the present time. 


AIR-ATOMIC POWER THE SAFEGUARD OF OUR SECURITY 


This, Mr. Chairman, is a dangerous policy and I do urge that it 
be reexamined and rejected. I deeply ues that until a complete 
and reliable plan of enforced disarmament is agreed on—a plan un- 
der which we will keep air atomic power until the last of the stages 
of disarmament—we make no reduction at all in our air-atomic pow- 
a, for this is the safeguard of our security and our best hope for 
world peace. Until that final stage is reached, if it ever is, I urge 
that it be our national policy to have an air-atomic power at all 
times so well defended and so well equipped offensively that it could 
mdergo a sneak attack, and be capable, after undergoing it, of a 
counterblow against the attacker of such seriousness that the Com- 
munists would be careful not to start an atomic war or allow one to 
start. 
STOCKPILING OF FISSIONABLE MATERIAL 


Iam also disturbed, Mr. Chairman, by the proposal by Ambassador 
lodge on January 14 of the United States Government that all fu- 
ture production of fissionable materials shall be used or stockpiled 
exclusively for nonweapons purposes under international supervision, 
and that, thereafter, we would move toward a reduction of existing 
stockpiles. No one can—and I certainly cannot—comment defini- 
tively on this proposal without knowledge of the present state of our 
stockpiles, and of the Russian supply. 

But I do submit that our various military missions, and particularly 
the mission of air defense, require that fissionable material be used 
much like ammunition, and that large amounts must be used to insure 
that enough is available at the right time and in the right place. We 
thould be wary of a policy of sufliciency when a policy of plenty in 
itomic weapons is what is needed. I think too that one must exam- 
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ine with great care any plan which envisages large quantities of 
fissionable material being used for peaceful purposes. We must hg 
prey careful—I am not opposing the idea, Mr. Chairman, byt 

am saying that we must be careful—lest this material in fact 
available to the Communists for weapons purposes in the event that 
they should choose suddenly to break their agreement to use it only 
for peaceful purposes. 

I cannot of course, Mr. Chairman, comment definitively on the pro. 
posal to eliminate all nuclear test explosions. One would have to haye 
a complete knowledge of the present state of the art in order to hy 
able to doso. But this question does tie in with the question of nuclear 
plenty as against sufficiency, and I would assume that we would be 
careful not to allow an agreement to bar nuclear tests to have the effeg 
of interfering with the development of highly efficient small weapons 
which would be valuable for air defense and other purposes. 


PARTIAL DISARMAMENT A DANGEROUS CONCEPT 


It thus seems that partial disarmament offers us little hope for 
progress and peace, and moreover is a highly dangerous concept. The 
basic reason I believe for this, Mr. Chairman, is that agreement for 
partial disarming assumes that war will continue to be the final arbi. 
ter between us and the Russians. No doubt it is for this reason that 
the evidence from all the disarmament negotiations between World 
Wars I and II and in the negotiations after World War IJ, seem » 
clear that there could be no safe disarmament unless it is substantially 
total and is enforced by a sure system on which we could rely, and 
that we should agree only to a disarmament arrangement which the 
Communists cannot break because they will not be able to. This in 
effect means that we should not agree to any substantial disarmament 
unless it is one such as I have described, which would reduce the 
national armaments down to the levels needed for local policing and 
would have a force in the U. N. which would be capable of suppressing 
any attempt by the Russians to break the agreement and to rebuild 
their armaments. Such an agreement would have to be carried out by 
stages. And as I said, our air-atomic power should be kept until the 
final stage. 

Indeed, Mr. Chairman, I believe that as long as both sides are still 
preparing for war, as they will be as long as they do not undertake 
such a substantially total disarmament plan, we should not reduce any 
of the important elements of our armed strength. We might, as! 
have said, make an exception to this if the Communists agree to make 
an equal reduction, and if the inspection system to check up on them 
is absolutely foolproof. 


CONTINUANCE OF BALLISTIC MISSILE TESTS 


Thus, I would look with care at any agreement to limit the testing 
or the development of ballistic missiles or other outer space vehicles, 
as is suggested in President Eisenhower’s state of the Union message 
of this year and in Mr. Lodge’s January 14 statement. I would ms 
trust any Russian agreement on this subject for the reason I have | 
already given, that the Russians will not and from their point of view 
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indeed should not make any agreement for partial disarmament unless 
itis to their advantage. 


RELIABILITY OF INSPECTION AGREEMENTS QUESTIONED 


And then too, I question whether these agreements for inspection 
are as reliable as we sometimes think they are. We must be skeptical 
about Communist compliance with any inspection arrangement that 
weofler to the Russians. Thus, in the case of agreement to limit mis- 
sile and satellite testing or building, we should be certain that testing 
could not go on in laboratories without the firing of the vehicles them- 
gives. We would want to be certain that the testing of guidance and 
pro ulsion in the case of air-breathing missiles, and of reentry as well 
I the case of ballistic missiles, could not be carried on completely or 
substantially in the laboratories and wind tunnels and by other meth- 
ods which might evade the inspection system. 

And so while satellite development is not as imminent as ballistic 
missile development, we must be careful I think not to assume that 
the Russians may not find a way of doing the bulk of their satellite 
development by using extensive ground-testing facilities or by the 
launching of satellites under the guise of testing them for peaceful 
purposes. — | 

So too with the inspection systems themselves. They too could be 
dangerous. Thus if the Russians were to accept our proposal for fly- 
overs, we would want to be very sure that the inspection of the aircraft 
fying over United States territory was meticulous and by the right 

ple. For, as the art develops we must assume that bombs of great 
last power will become smaller and smaller, and as they do, the in- 
spection system will have to get better and better. 

On the question of the testing of the ballistic missiles, I note a letter 
from Senator Symington to the Washington Post of the 11th of this 
month in which he also raises certain questions concerning the sureness 
of — systems of various types of air-breathing and outer space 
vehicles. 


SIMULTANEOUS ATTACK ON DISARMAMENT AND POLITICAL PROBLEMS 


Ireferred earlier, Mr. Chairman, to the fourth constant in the second 
interim report that— 
outstanding political questions between the Communist and free worlds must be 
resolved before substantial reductions can be made in armaments. 

Isuggest that if, as I said before, if this is truly a constant of our 
policy, it is in effect a decision to make no serious attack on the total 
problem of disarmament. 

If we are to get rid of war, there are two parallel routes we must 
follow, or to change the simile, we must have a double-barreled ap- 
proach to the destruction of the institution of war. We must work at 
rmoving those basic sources of conflict among nations which lead 
them to fight, and simultaneously, and I emphasize the word “simul- 
taneously,” we must attack the problem of disarmament. 

The attitude that we must solve the causes of conflict among the 
mations first, before we propose a complete plan of disarmament, 
to ignore one of the most serious causes of tension and conflict, 
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the existence of huge armaments in the hands of the two rival campg 
If two men have guns pointed at each other’s heads they are no 
likely to make harmonious arrangements about the matters cop. 
cerning them. 

If we allow the nations of the world to continue to face each othe 
with B-52’s and Bisons, B-47’s and Badgers, with air-breathing mig. 
siles and ballistic missiles, with fission, fusion, and fission-fusigp. 
fission bombs and maybe in the future the weapons of climate and 
radiation warfare and all the rest of the weapons of the future, and 
then to say that we will not even formulate a plan to do away with 
these weapons unless and until all the basic differences between the 
nations are harmoniously worked out, then I say we are waiting for 
the millennium. But even worse, we are thereby recognizing that 
war is inevitable and are making it our national policy to do nothing 
about it. 

This is a new turn in our disarmament policy. In his April 16, 
1953, major foreign-policy speech President Eisenhower announced 
the opposite policy of “concurrent” attack. 

As progress in all these areas (the various areas of conflict between us and 
the Russians) strengthens world trust— 

President Eisenhower said— 
we could proceed concurrently with the next great work—the reduction of the 
burden of armaments now weighing upon the world. 

The President then listed five major heads of a fully enforced dis 
armament arrangement. 


PROPOSALS FOR MODIFICATION OF UNITED STATES DISARMAMENT POLICY 


It is regrettable that this policy has been changed. 

My specific suggestion is, Mr. Chairman, that the constants of ow 
present United States disarmament policy be basically modified and 
that in their place policies be adopted: (1) recognizing that partial 
disarmament is not a step forward on the road to peace and may 
indeed be a dangerous policy; (2) that the attack must be made om 
the ordinary causes of conflict between us and the Communists (other 
than the arms race) and on the problem of armaments simultaneously, 
the emphasis being on the word “simultaneously”; (3) that the ef 
fective way of attacking the problem of disarmament is to prepare 
the total plan in all its stages, with the safeguards for each, the net 
result of which will be, if the nations accept it, the substantially total 
disarmament of all nations down to local policing levels under a 
adequate system of inspection and enforcement by armed forces in the 
United Nations; and (4) that until this proposal is accepted by the 
people of the United States, by the Russians, and by the other com 
tries of the world, this country should keep a deterrent force cer 
tered on air-atomic power so clearly superior to that of the Russians 
that the danger that the Communists will deliberately start a ward 
carelessly allow one to start will be held to the lowest possible limits 


DESIRABILITY OF CONGRESSIONAL DEBATE ON DISARMAMENT PLAN 


One final suggestion, Mr. Chairman, which goes to procedure. Any 
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details, would profoundly disturb the traditions and creeds of the 

Je of the United States and of every other country. I believe 
therefore that the first step for us must be to find out whether the 

ple of the United States would accept such a drastic plan. For 
this debate is needed and I respectfully suggest to the committee that 
it consider the desirability of recommending a concurrent resolution 
of the two Houses of Congress which would call for a debate and 
decision on the great issue whether the people of the United States 
yould or would not be willing to accept such a drastic plan for a 
substantially total disarmament inspected and enforced by the United 
Nations. 

Isubmit, Mr. Chairman, that we will never get such a plan and 
therefore will never attack the institution of war unless the people of 
the country are brought in on the debate. The best way of doing 
this in my modest opinion would be to have a national discussion in 
the Congress, both in the committees and on the floors. I believe 
that it is precisely because we have not had such a debate that the 
dficials of the executive branch, especially those who are not elected 
by a vote of the people, have been unwilling for so long to propose a 
complete disarmament plan. Indeed, Mr. Chairman, one has never 
been proposed since the end of World War II. In a sense, it is beyond 
their authority. Only the people can authorize such a fundamental 
reversal of so many ancient traditions and creeds of the American 
state. 

The consequences of a full debate, with the Congress as the forum, 
would be far-reaching and significant. If the people of the country 
did decide to take this daring step, our country would stand as a 
leader in the cause for peace the world over. All nations, the Com- 
munists as well as the free world, would find it difficult to resist such 
adetermined will for peace. 

But if the people of the United States were to decide otherwise 
then our Government would have to be guided accordingly and would 
have to readjust its policy to the assumption that no determined 
efort to destroy the institution of war is to be made, at least for the 
present. Whatever the decision by the American people would be, 
the result would be to clarify our national policies. And this I think 
would strengthen the handling of our relations abroad. 

I thank the chairman and the committee for this opportunity to 
be heard. 

Senator Humpurey. Mr. Finletter, speaking as one member of the 
committee, for myself I want to commend you and thank you for this 
wry splendid and provocative statement, because you have challenged 
inthe most constructive way some of the ideas that have been pre- 
snted to this committee. 

You have given us some very helpful observations relating to past 
md current disarmament proposals. I am going to call on Senator 
Symington and Senator Saltonstall—both I believe had indicated 
earlier that they wanted to ask you a few questions so they could be 
mtheir way. Senator Symington, are you prepared to proceed with 
questions ? 

Senator Syminaton. Mr. Chairman, I would like to yield to Senator 
Saltonstall as my ranking colleague in this matter. He has to leave 
arlyalso. I very much appreciate the Chair’s kindness. 
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Senator Humpurey. Senator Saltonstall, proceed. 
Senator Sarronstaty, Thank you, Senator Symington, for yoy 
courtesy. I appreciate it and I am very happy to be facing Mr, Fin 
letter again across the table. We spent many hours together in tha 
relationship in days gone by. I have a few questions, Mr. Finlettey. 
I agree with the chairman that your statement is provocative, 

Let me say that as I understand your statement, you think a partig| 
reduction of armaments is dangerous because the agreements will not 
be kept. You think that our air defenses, particularly our strategie 
atomic-bomb capacity, should be kept up as that is our best defeng 
against any sudden surprise attack. 

Now you say we have got to reduce our armaments and reduce the 
causes for war together, to be successful. Wouldn’t it be true on th 
basis of your statement, or is it fair to say on the basis of your state. 
ment, that what you really have got to do is to agree to reduce the 
causes of war first, and reach some sort of agreement on that, and 
then as part 2 of that agreement, agree to reduce our Armed Forces 
If we are going to fight to get to where we agree, we have got to reduce 
the causes of our disagreement; is that a fair statement? 
























STAGED REDUCTION OF MILITARY MIGHT 


Mr. Frntetrer. I think we have to prepare the ultimate plan and 
to propose that simultaneously with our attack on the causes. I would 
be opposed to our reducing certain of our Armed Forces except in the 
final stage. 

But I think that if we were to propose a total plan and to agreety 
carry it out in stages, we necessarily would have to make some re 
ductions during the stages, and I do not think that we should wait 
for the first stage until every point of difference or every important 
point of difference, Senator, lai us and the Communists had been 
resolved. 

I think the two have got to march along together. But it was for 
that reason, thinking of our own Protrse that I was urging that 
our air-atomic power be the last of all to be given up, because thatis 
the one where I think our best chance of being superior to the Rus 
sians lies. 

Senator SarronsTatu. I would agree with that, and I would add 
the Navy to keep control of the seas. 

Mr. Finuerrer. Yes. 

Senator SatronstaLu. But just to continue that for one moment, 
as I listened to you, and I think you have clarified your position by 
what you have now said, we could not say we had 5 causes of dis 
agreement between us, and as we agreed on cause 1, to reduce as yol 
say our Army by 500,000 men, and then as we agreed on cause 2, to 
agree not to build any future tanks, and then because of agreemett 
a cause 3, to give up building any new submarines, we could not do 
that. 

We would have to agree on 1, 2, 3, 4, 5, and then when we hare 
got that, go forward with our agreements to reduce. 

Mr. Fintetter. I think that I agree completely with what you 
have said. The only point of possible difference would be I woull 
not say we had to eliminate causes 1, 2, 3, 4 and 5 completely before 
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we made any reductions. But above all, Senator, I think we must 
ut forward our plan even before we have made any progress on these 


other areas. . 
Senator SALTONSTALL. Yes. 


ENDORSEMENT OF OVERALL PLAN BY THE PEOPLE 


Mr. Finterrer. I think if we put forward our plan, first of all 
ye will know that the people of the country and the Congress and 
the executive branch are all in one on it, and this will be I think a 
major contribution to making it easier to reduce the basic tensions 
hetween us and the Communists; and the stages of the fulfillment of 
that plan have got to be very carefully worked out so that we do not 
give the Russians and the Chinese an opportunity to stop the dis- 
amament procedures in the middle, and thereby have an advantage 
over US. 

Senator SauronsTaALL. What you say is that we should have a 
debate and try to see whether the American people are in favor of 
reducing these causes of disagreement, and if they were in favor of 
reducing these causes of disagreement or seemed to be through the 
membership in Congress, then we might go ahead and proceed. 

Mr. Frnuetrer. Senator, I am guessing, but I think the American 
people would be willing to accept such a drastic plan, but I say it is 
not something that one can say lightly, because this does invade many 
of our old traditions and beliefs, and I think that the people are 
aititled to be heard on it, and what is more, I think it is the only way 
in which the plan can really be put forward by the Government. 

I certainly do not think the executive branch alone could propose 
this, and I think this is a case which even goes beyond the combination 
of the Executive and the Congress. It seems to me this is a case 
where there has to be something approaching a great national debate 
on the question. 

Senator Satronstauy. I think we have got to have the support of 
our people without any question. 

Mr. Finterrer. Yes. 

Senator SatronsraLi. How we get it is another thing. 

Mr. Frnterrer. Yes. 

Senator Sauronstatu. Mr. Chairman, I think I understand Mr. 
Finletter’s point of view, and I thank you for the opportunity to 
question. I am glad he is here and I appreciate Senator Symington 
yielding to me. 

Senator Humpurey. Thank you very much, Senator Saltonstall. 
Imerely want to add as we shift here now to the questions of Senator 
Symington, that your testimony, Mr. Finletter, is indicative of what 
this committee is attempting to do, namely, not just to be caught up 
mthe desire of people for the reduction and control of armaments 
or disarmament, but also to point up the pitfalls, and to call upon 
the American people to face up very frankly and candidly to the 
shift of position that we would have to engage in and the turning 
away from old basic concepts and traditions of the past. 

This is what we want very, very much, and I am very grateful to 
you. Isay this because sometimes according to our mail we get letters 
like this: “Well, how can you be talking about disarmament, Senator 
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Humphrey, you and your subcommittee, when you know at the same 
time that the President is asking for us to take a strong stand on the 
Middle East, when you know that these Communists have alread 
brutalized and shot down the Hungarians? How can you be talking 
about this?” 

Well, I want to say in open reply to that kind of a letter, which] 
am sure every Member of Congress gets, that the reason we are talkj 
about it is for the very reason that you have cited this morning: thg 
when you do discuss disarmament, you are getting at a very fund. 
mental problem relating to the wishes of the American people and the 
wishes of our Government. 

This is too big for any one man, and therefore we use the form of, 
congressional committee to look into it for its pitfalls, its opporty. 
nities, its assets, its liabilities, in the hopes that we will have a bette 
community understanding about what we are proceeding on. I think 
this is very important, rather than to get caught short one of they 
days. 

Senator Symington ? 

Senator Symrneron. Mr. Chairman, thank you for your courtegy, 


SPECIAL COMPETENCE OF THE WITNESS 


Mr. Finletter, I would like to congratulate you on this statement, 
which in my opinion reflects your customary clarity and foresighted. 
ness. I wish from the standpoint of what it has cost us that some 
people were thinking along these lines in the days of Messrs. Baldwin 
and Chamberlain. ‘There was a gentleman over there thinking along 
these lines, Mr. Winston Churchill, but they drowned him down and 
out as far as his position was concerned in the British Government in 
the late thirties. 

I would like to ask first—you are generally known as the Secretary 
of the Air Force but you have had considerable experience in the State 
Department, is that not correct? 

Mr. Finterrer. I served there 3 years from 1941 to 1944, Senator. 

Senator Symrneton. You were quite close to Mr. Hull at that time 
were you not? 

Mr. Frnuerter. Yes, special assistant to Mr. Hull. 

Senator Symrneron. So that you are not giving us what might k 
termed the military viewpoint necessarily at all? 

Mr. Finterrer. Iam giving you just my viewpoint, whatever thatis 

Senator Symineron. In addition to that, you also spent some time 
doing some other work between the time you made your report on air 
power and came in as Secretary of the Air Force; you were in Eng 
land, were you not? 

Mr. Finuerrer. Yes, I was Minister to the United Kingdom it 
charge of the first Marshall plan mission. 

Senator Symineron. Mr. Chairman, I think that is pertinent. 

Senator Humrnrey. Very pertinent. We are very appreciative of 
this additional information for the record. 

Senator Symrncton. In addition to that, were you not the working 
representative on the National Security Council Committee, just under 
the Council itself, representing the State Department or the Depart 
ment of Defense? Would you dwell on that ? 
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Mr. Frnuerrer. There was a senior staff of the National Security 
Council—that was a phase of that organization—and I was represent- 
ing the Department of Defense on that senior staff. _ 

Senator Syminoton. In other words, at the working level in the 
National Security Council, you were the Defense Department’s rep- 
resentative ¢ 

Mr. Frnterrer. Yes. has 

Senator Syminetron. As matters were submitted to the National 
Security Council. I remember that and thought that that was also 
important for the record. ; 

[have just jotted down a few points here, and I would like to ask 
you about them, especially because of some testimony that I heard 
in this room yesterday from the Secretary of State. It worried me 
agreat deal. El 

I would like the record to show, Mr. Chairman, that the only dis- 
wssion of this meeting that Mr. Finletter and I have had was when 
[called him up last night to tell him I did not think I could be here. 
But sleeping on it, I figured that the work of this committee is so 
important that I ought to come regardless. 


MORE INFORMATION NEEDED BY THE PUBLIC 


Mr. Secretary, there seems to be a very definite lack of information 
m the part of the American people with respect to what you are a 
real expert in, air-atomic power. I am thinking more of the realm 
of the Atomic Energy Commission itself from the standpoint of what 
bombs can do and so forth. Do you believe that there should be an 
efort to increase the information of the people prior to, or at least 
eneurrent with, any debate of the character that you have considered 
this morning ¢ 

Mr. Finuerrer. Well, sir, let me say first that the real authority 
m these matters is the gentleman who is asking the questions, not the 
me who is trying to answer them at this point. You are the expert 
mthese matters. But I would like very much to answer that question. 

I think that the tendency must be toward much more information 
inthe area of atomic weapons and of the vehicles that carry atomic 
weapons being given to the people. The obvious reservations must be 
made that nothing must be done to help anybody except the United 
States in technical information. But I believe a great deal more can 
said than is being said on these matters, and that the American 
people could and should know more than they do. 

Senator Symrncron. The gentleman who knows the most about this 
Ssitting on my right. I only regret that I will not be here when he 
questions you, and I will read carefully the testimony. I am referring 
tothe distinguished Senator from Rhode Island, who is a member of 
the Joint Atomic Energy Commission. 

_Ido not want to get into any partisan aspect of this situation, but 
masmuch as I believe that the Korean war would not have occurred 
ifwe had been stronger, and the people had been more informed at 
that time, I would like to ask you to comment on two pieces of yester- 
day's testimony, especially as you have had a very broad background 
mmatters of diplomacy as well as in matters of military consideration. 
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ATTITUDES OF OUR FRIENDS ABROAD 


I think this bears very closely on some of the testimony you hay 
given this morning with respect to what we have to do if we are go} 
to make disarmament real and not just something to talk about. Yo. 
terday I asked the Secretary of State if he felt that we had mop 
friends in the world today or less than we did 2 years ago, and he gaid 
he thought we had many more. Would you care to comment on that! 

Mr. Frnterrer. In the first place, let me comment on your state. 
ment that nothing you were saying was intended to be of a partigg, 
nature. I wish to say that nothing I will say on a subject as vital tp 
our country could possibly be from partisan motivation. 

Senator Symrneron. I am sure of that. 


OUR RELATIONS WITH NATO AND THE ARAB STATES 


Mr. Finuetrer. I would say that our position with our friends jp 
Europe is distinctly less ood than it was 2 years ago, and that the 
great NATO alliance is much weaker than it was then. I do not bh 
heve the NATO alliance is going to crack. I believe it is founded 
too solid bases to crack, but 1t is weaker than it was 2 years ago. That 
is without any doubt. So far as the so-called unalined areas, as Mr 
Nehru calls them, the areas from say, the Suez out to the Pacific 
islands, especially in the Arab States, I think we enjoyed a temporary 
popularity in the Arab States in the past weeks but I think it js 
ephemeral. I donot think it is going to last. I think already indeedit 
is disappearing. As far as our position in the other uncommitted ares 
is concerned, T see no improvement. I can’t say that we have gotten 
any worse, but I see no improvement. I think the real loss is in th 
NATO area. 
OUR SECURITY BASED ON ATLANTIC AREA 


Senator Symineron. From the standpoint of the future security of 
the United States, based on your experience in the State Department 
and in the Department of Defense, do you believe that it is more im 
portant for us to work toward an understanding with the Arab States, 
or do you think that the industrial complex of Europe is more im- 
portant to our security ? 

Mr. Fintetrer. Well, I think that our basic relationships must be 
in the Atlantic Community. We are members of western society, and 
western society, particularly the Atlantic part of it, has got to remain 
solid if there is to be a proper United States foreign policy. Thisis 
not to say that the other parts of the world are not extremely impor 
tant in my opinion, Senator. But our national affinity and our fim 
allies must, almost as a matter of blood relationship, be in the Atlantic 
area. 


OUR MIDITARY STRENGTH AS COMPARED TO THAT OF THE COMMUNISTS 


Senator Symineron. One final question, Mr. Chairman, and I am 
grateful for this opportunity. 

Yesterday I asked the Secretary of State whether he felt there was 
an implication in my assertion that we had reduced relatively ou 
military strength as against that of the Communist conspiracy. He 
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gated that he did not believe we had reduced our relative militar 
ngth in recent years as against that of the Communists, and 
yould like to ask your opinion on that at this time. : 

Mr. Frnverrer. Senator, it is very difficult for me to give that 

inion since this involves access to classified information. But from 
ghat I did know in 1953 and from what I have read since, it seems to 
ne clearly that there has been a loss in our relative military position 
in relationship to Russia. on ; 

Senator Symineron. I thank you, and within a short time we will 
have a report out that has been declassified by the administration 
qthorities, and I think it will end this part of the discussion that 
my question has been addressed to. a 

Mr. Chairman, may I thank you and Senator Wiley and Senator 
Pastore for letting this junior member of the committee question the 
witness so that I can now go to two more hearings that have been 
called this morning. 

Senator Humpnrey. Senator, we consider your presence on the 
ommittee a singular stroke of good fortune, and your questioning is 
always the best, so thank you for coming here and sharing this time 
with Mr. Finletter and the members of the committee. 

Senator Wiley ? 

Senator Wriry. Thank you very much, Mr. Chairman. I am glad 
tosee the distinguished witness here today. Both he and the chairman 
and the distinguished Senator that just got through questioning always 
provide me with a little light. I think it was Dante who said “Give 
the people light and they will find the way.” 

Now I understand that your idea about this congressional discus- 
sion probably has back of it the very nucleus of Dante’s statement. 
That out of this discussion would come light so that they could try 
tofind the way at least, is that right? 

Mr. Finterrer. Yes, sir. I think, if I might add one thing, I think 
that the subject that we are dealing with is too often handled by say- 
ing, “Of course everybody wants peace; of course we are all ready 
to get rid of these weapons if we can just be safe,” and dismiss the 
len as if it were easy, Senator. Asa matter of fact, it is probably 
me of the most difficult possible decisions for the American people 
and this Government that I can think of. 

Senator Witrr. Well, we can agree then that probably what all 
the world needs is more light, or let’s put it in the language of the 
bok: what we need is more indertenndinge Now I am interested in 
your specific suggestions. 

You say in No. 2 that the attack must be made on the ordinary 
auses of conflict between us. Would you tell now for the record 
vhat are the causes of war and whether or not in your judgment the 
tk of disarmament will dissipate those causes? JLet’s start and find 
out what vou think the causes of war are. 


BASIC CAUSE OF WAR—ABSENCE OF LAW 


Mr. Finuerrer. I would start by saying that the basic cause of 
var ls one which we cannot solve, which is impossible to solve, and 
that is the absence of law governing the relations of nations. There 
$no substantial body of law as among nations. There are only the 
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beginnings, and until those beginnings are developed and until me 
respect them, I think there will always be the tendency to fight, 
Senator Witry. Are you talking about what we ordinarily regan 
as international law, or are you talking about the moral law? | 
Mr. Frxterrer. I am not talking about international law, Senate 
Wiley, because I would conceive of that as a rather technical an 
limited area, one which does not attack the basic question of war anj 
eace. And there is no functional law extending beyond nation} 
logndarhes which deals with these questions of war and peace, 
There are, however, I believe the beginnings of such law, and] | 
hope that they will be developed. For example, I believe that it js 
the profound will of the American people and their Government no 
to condone aggression, and certainly not to practice it. And I think 
that this also extends to other nations in the free world. And to th 
extent that it governs their action, it is law. That is the basi 
difficulty. 
ORDINARY CAUSES OF WAR 


But then there are all sorts of other subsidiary difficulties betwee 
us and the Communists, of which the existence of huge stocks of 
arms is one. But there are all the other differences that we an 
familiar with, the rivalries for the rich lands of the Near East, the 
desire of the Communist Chinese to expand, or as they would say, tp 
reclaim certain of their areas. 

I am thinking of the Taiwan area, and there is also the natu] 
expansionist attitude of the Communist doctrine. The Communists, 
it seems to me, have got to be willing to give up the idea of expanding 
by force, before we can hope to make any progress in disarmament or 
anything else. 

That is the reason why I think that having a very powerful fore 
of our own, especially centered around the absolute weapons, mayk 
one of the most effective ways of persuading them that war is not good 
business, war whether overt or covert. 

Senator Witry. Have you given us what you consider—you ap 
parently limit it to Communist Russia—basic causes of war? Yo 
have got pressures of population. Do you consider that a caused 
war ? 

Mr. Finterrer. I think it very often has been, Senator, a major 
cause of war, but in this particular instance I have some doubt aboutit 
For instance, there is a pressure of population in India, and I dont 
think India is any menace to world peace. I do not think we can sy 
that that is anything more than one of the causes. It is not inm 
opinion a major one. I think it is ambition and the Communist doe 
trine, which is expansionist, just as the German doctrine was & 
pansionist. 

Senator Witry. Do you think that the things that precipitated tw 
world wars, the ambition of the German Kaiser or the ambition of 
Hitler, is dead anywhere ? 

Mr. Fintetrer. No, sir; I do not. 

Senator Wirey. Is that a cause of war? 

Mr. Frinterrer. It certainly is, but I think it is most acute in the 
case of the Communist ambition. 
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Senator Witry. Do you think that the desire to dominate and con- 
trol other peoples is entirely dead ¢ 

Mr. Finuerrer. Not at all, sir. That is what I was saying. I 
think it is with us, though. I do not think that we would ever 
guntenance aggressive acts to dominate other peoples, either in the 
form of aggressive war or in the form of colonialism. But in the case 
of the Communists particularly it is still extremely strong, and is a 
major cause of conflict and tension. 

Restor Witey. Do you think that the economic desire to dominate, 
joobtain markets, to raise the level, the standards of the people in the 
various countries, is a cause of war, or has been ? 

Mr. Frnuerrer. Yes, but I do not think it is the immediate cause 
gwar. I think that would be more applicable to the ambitions of the 
German state in this century than it is to the Russians. 

Senator Wier. Do you think a desire for national expansion is a 
ause of war yet? 

Mr. Finuerrer. Senator, I am saying it is the major cause of war, 
but I am also saying that armaments are the way in which wars are 
fought and are themselves a major source of tension and exacerbation. 

Senator Witey. Do you think the centuries of hate and the desire 
for revenge are still existent ? 

Mr. Finuetrer. No instance occurs to my mind, Senator, of a hatred 
anda desire for revenge motivating any of the free-world countries. 
Pethaps I am wrong, but I think of no instance. You, sir, perhaps 
dothink of one. 


ATTACK ON SPECIFIC CAUSES OF WAR 


Senator Witey. Well, you have named some of the ordinary causes. 
Now you have said the attack must be made on these ordinary causes. 
How are you going to attack them ? 

Mr. Finuerrer. Well, we have got a certain number of specific 
problems. We have got the problem of the Near East, for example, 
md certainly that is a cause of tension at the moment between the 
Communist world, the Arab world and the British and the French, 
ourselves and Israel, and certainly these fundamental sources of 
tensions have to be attacked, and if possible, cured. There is also 
tension in the Formosa area. There have been recent tensions in 
Burma with the Chinese. 

Senator Winey. Yes, they have to be attacked. What I am trying 
to get at—I do not want to seem to be supertechnical in this, but we 
tlk about disarmament and you set up a whole series of what you call 
ordinary causes, which history has demonstrated are ordinary causes 
ind which, after all, are sort of in the minds and hearts of the various 
peoples. How are we going to get them out? 

Mr. Finverrer. Well, sir, I will not argue that reason plays a very 
high part in the relationship among nations, but I do think it is 
quite self-evident that war has now become incompatible with the 
urvival of the kind of civilization that we want. These modern 
weapons are of themselves frightening things, and I should think 
would be a stimulus to nations to try to avoid using them. 

Ido not mean for a moment, Senator, to give any feeling of optimism 

t we are going to solve the causes of war. But I do want to say 
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this: that I think it is our bounden duty to make every possible effoy, 
that we can. 

Senator Wier. Of course we all realize that the human family jg jp 
various stages of development economically, psychologically, jy. 
ligiously, socially, and the ferment—you spoke about the ferment of 
nationalism—but the ferment in the lower strata is working, and tha 
ferment, just as fermentation in various other things, causes action, 
and that action needs direction or guidance. 

Many people are even criticizing us in the Senate, the Congress, by 
simply saying we are ignoring the basic things, the ideas of mey 
the philosophies and ideologies of men, ignoring those and saying y 
can by mere law or mandate or agreement cure that situation which js 
the basic cause, as you have indicated, of conflict. I am trying to gy 
my way through this fog, and so that is why I put this series of 
question to you. 


RISKS IN ADOPTING A TOTAL PLAN OF DISARMAMENT 


Now you say the effective way of attacking the problem of disarma. 
ment is to prepare a total plan in all its stages, with the safeguards 
for each. Yet as you have outlined here in its stages, it seems to m 
that you have not set up anything that would antidote what you call 
the ordinary causes of conflict. Am I wrong in that? 

What you are trying to do, as I see it, has I think been the basis 
of most of our philosophy on disarmament. We will get together and 
will agree, as we did after the First World War, and will forget 
that some folks do not keep their agreements. We forget that thew 
factors that cause disarrangements in the family of nations imme 
diately come into action. Then we have a Second World War, and 
we have a Korean war and we have also brush fire wars. 

My inquiry is: If we have set up an effective way of attacking the 
problem by preparing a total plan in all its stages, must we not, 
especially if we are going into this general discussion, must we not 
make sure that our people are not being given a sleeping pill on the 
general theory of disarmament ? 

You have outlined it pretty well when you said we have got to 
hold back the atomic strength, and so forth, until we can make sur 
that faith will be kept. But as I said, I remember so well great men, 
great national leaders, on the floor of the Senate saying there wil 
never be a war, we will never be attacked—and in a very few weeks 
we were attacked. 

But then in 1939 the world was big. My own State, as I said, was 
isolated mentally and geographically. Now it is nearer to attack 
over the circle route than New York City. The facts of life have 
changed. We had 2 years to pick up the pieces after Pearl Harbor, 
2 years. The Pacific was a barrier. Now nothing isa barrier. Every 
nation is neighbor to every other nation. To me those are the facts 
we must constantly stress in order that our people do not become 
complacent or lulled into a sleeping condition by folks who do nd 
see the changed facts of life. 

Mr. Frintetrer. I would like to comment if I may, Mr. Chairman 

Senator Humpurey. Please do. 
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VALUE OF THE SUBCOMMITTEE’S WORK 


Mr. Frnterrer. What Senator Wiley has just said has expressed 
much better than I was able to exactly what I feel about this, espe- 
dally on this point of the change in conditions which we are now 
facing, and the serious danger of our being lulled to sleep as I think 
you put it, Senator, by easy soft talk about disarmament, and indeed 
apout all the other a 

The reason why [ think the people of the country must be grateful 
for the work of this committee is that as war recedes in the past, as 
1945 disappears back in history, more and more do we run into the 
danger of exactly what Senator Wiley has been saying, that we will 
be lulled into sleep, and think that the problems are easy and that 
we have solved all these problems of war, or can do it with a magic 
formula. We cannot. As time marches on, the danger becomes in- 
creasingly nearer and the problem becomes more difficult because of 
the fading memories of men. 

Senator Witry. May I just make one other little suggestion? What 
Ihave in mind is this: It seems to me that we cannot too often, when 
we talk on this subject, bring out the significance of the changed 
facts in a changed world, and the resulting responsibility that is ours 
here in the Congress of the United States as leaders. 

I get letters every day, as suggested by the Senator to my left, the 
distinguished chairman, which indicate clearly to me that each class 
in our society is concerned with its own problem—the banker with 
his problems of stability, interest rates, the farmer about adequate 
income, the schoolman in getting money for the school, and you can 

down the whole list as I have gone down it. None of them talk 
about this overhanging threat that is facing this country. To me 
that is the language the Kremlin or Chou En-lai or any of these 
folks understand, and we cannot fall into their net as they tried a 
years ago with honeyed words, thinking “Well, now, it is all over, 
everything is going to be milk and honey.” 

Fortunately we woke up in time. But there is the same dangerous 
problem all the time. I know of nothing that is more important than 
that these segments of our society realize that the big problem is the 
preservation of the free world and America. After that those various 
segments will have what they want, but none of them will have what 
they want if we do not preserve the free world. 

nator Humpnrey. Thank you, Senator Wiley. 

Senator Pastore ? 

Senator Pastore. Mr. Finletter, let me say at the outset that I 
compliment you very seriously and sincerely for the depth of your 
presentation. As a matter of fact, it causes me to have some trepida- 
tion in asking you questions because I am afraid I have not had enough 
time to fully assimilate it. But I have been following you as closely 
as I can, and I am afraid I must say this: that one of the confusing 
things about this whole procedure thus far has been, I think, that 
We are striving more to convince the American public why we cannot 

sarm than we are trying to convince them why we should disarm. 

Ithink you have covered that quite well. I think you have agreed 
with Senator Wiley, that in all these procedures, we must not let our 
guard down and we must forever remain strong, and I think you have 
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gone so far as to say that the one thing that certainly we should no 
co is relax in our atomic air power. As a matter of fact, what we 
ought to do is accelerate it, if we must, in order to protect the fre 
world against any onslaught on the part of communism. 

But what surprises me about all this is the fact that you have devel. 
oped here that we cannot reduce our Armed Forces unless that is to 
our advantage. We must not of course, as I have already said, reducg 
our atomic airpower, because that would be dangerous. We must not 
do this and we must not do that. Asa matter of fact, it all adds up 
to this: I am beginning to wonder precisely what our plan is befor 
the United Nations, the plan that was suggested by Mr. Lodge on 
January 14. I say this to you: If the Russians said tomorrow, “We 
will accept that plan,” I am afraid that we would have to begin pulling 
away from it. 

That seems to be the tone of all these procedures and arguments jp 
disarmament. We start out here with the proposition—we propo 
the use of all future production of fissionable materials for nonweap. 
ons purposes. 


OUTLAWING OF NUCLEAR AND THERMONUCLEAR WEAPONS 


Now we had General Groves before this committee. Wouldn’t you 
admit this, that before we could have an overall broad plan of dis. 
armament, we would have to have some agreements on nuclear and 
thermonuclear weapons? After all, nuclear and thermonuclear 
weapons have become an integral part of our stockpile, and so I would 
suppose that they would have become an integral part of the Soviet 
Army’s stockpile. Now we have had expert after expert come befor 
this committee to tell us that we cannot outlaw or agree to outlay 
atomic weapons, for the simple reason that we have not yet discovered 
the technology or the technical knowledge in order to detect any viola 
tion on the part of the Russians if we entered into such an agreement, 


NO TECHNIQUES FOR DETECTING STOCKPILES 


We do not even have to debate the question that Russia has not 
convinced us of her integrity that she would keep any agreement any- 
way, so that we would have to have some mechanical or technical 
means of detecting any violation on her part, if we entered into any 
agreement. On that very point I raised a question with General 
Groves when he was here, and I think you will be interested in hear 


ing what he had to say on this subject of the possibility of developing | 


technology in order to detect a violation as to any secret stockpile. 
This is what he said. I am reading from the hearings on page 5): 


We would like to define stockpiling for a moment, because that is one of the 
areas in accord with what Senator Symington has said we have never been able 


to tell the American people fully and get it across that it is—that uranium 23, | 


for example, it can be put into any form you wish it to be put in, but within’ 
few days it can be converted into material suitable for weapons use. 

Now do you agree with that? 

Mr. Frnterrer. If the general says so, I accept that. 

Senator Pastore. Now in view of that statement by the general, 
what does this mean to you, this agreement concerning all future pre 
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duction of fissionable materials for nonweapons purposes? If we 
to any such proposal, how could we ever enforce such an agree- 
ment, in your opinion ¢ 


ELEMENTS OF WEAKNESS IN OVERALL DISARMAMENT PLAN 


Mr. Frntetter. Senator Pastore, I have always been worried about 
the atoms-for-peace proposals. It seems to me a worthy objective, 
but it seems to me it has to be safeguarded, and I cannot understand 
and have not yet been able to understand how you can safeguard it, 
except with the same kind of safeguards which are necessary for a 
weapons safeguard. 

Senator Pastore. Of course, we have negotiated an agreement. for 
an international agency and, of course, even General Groves covered 
that point. There, of course, we follow the material, the source mate- 
rial and the fissionable material, from its source up to the time that 
itis converted into plutonium, if you have a breather kind of a reactor. 

But here, of course, is an agreement with Russia where we have no 
way of determining what her original source might be, and how you 
are going to get into any country and make sure that this fissionable 
material is being used exclusively for peaceful uses, in view of the 
statement made by General Groves that you can remold it like a piece 
of scoap—I think I ought to read this to you. 

I can’t seem to find it just now, but directly on that question, if my 
memory serves me correctly, I think he said—here it is: 

In other words, it is just like taking a piece of soap and melting it and pouring 
itinto a new mold. It is just as simple as all that, and that is the thing that 
has misled people, I think at first glance, into thinking that you could somehow 
mark this material for peaceful uses only, and that it would never be used for 
any other purpose. 

Then when we asked him the question as to what the possibilities 
were of developing the technical knowledge or the technical facilities, 
Ithink he went on to say that he thought it was practically nil. 

Now with that stark reality facing the people of the world, how 
could we as a Congress convince the American people by any forum 
of debate on any overall plan of disarmament when we know tech- 
nically that there is no such plan ? 


TOTAL DISARMAMENT PLAN TO BE REACHED BY STAGES 


Mr. Frvterrer. Senator, I would like to argue that. What you are 
saying now is, as I understand it, that any partial disarmament, be- 
cause this does not approach the whole problem at all, what you are 
just reading—this is proposal No. 1 of the Lodge proposals of the 
lth. This is merely to isolate this one proposal and to say this is 
what we are going to do with respect to fissionable material and 
stockpiles, 

I don’t think you can persuade the American people that they 
should accept this kind of a partial reduction, for the reasons that I 
gave in my presentation. But I think that if you did outline for 
the first time a total plan of enforced disarmament by the United 

ations, inspected and enforced and to be reached in stages, and if you 
could formulate such a plan—and I think you could—then I think 
you could also protect it in each stage of its march. And this busi- 
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ness about the fissionable materials would come at the very end of; 
after the other reductions had been made, which assured you that 
the complete plan was about to be consummated. 

Senator Pastore. Isn’t the crux of our problem really in the element 
of enforcement and detection ? 

Mr. Finuertrer. Exactly. 

Senator Pasrore. Isn’t that where it is? It is not what kind of 
proposal you make? 

Mr. Frnverrer. Yes. 

Senator Pasrore. All this sounds very good. 

Mr. Frnterrer. You have to know what you are really going to do; 
don’t you, Senator? Should not we have the complete plan as to what 
we really would like to do? 

Senator Pastore. I agree with that; but no matter what plan yon 
have, you finally come to the ultimate obstacle that so far everyone 
seems to admit that you just do not have a foolproof plan whereby you 
can detect any violation of any agreement that has to do with atomic, 
nuclear, and thermonuclear weapons. 

Mr. Frntetrer. Well, you have not got it yet, but you could haveit, 
You could formulate it where if it were accepted by us and by the 
Russians and by everybody else, it would detect and would enforc, 
Now I know you cannot reach certain types—you can’t make it perfect, 
For example, they could hide atomic weapons; but still you could make 
a plan which would control the delivery vehicles, without any question, 

Senator Witry. You mean if it were accepted and lived up to. 

Mr. Frntetrer. You would have to compel its being lived up to, in 
my opinion, Senator. I donot think you should ever rely on a promise 
by the Russians. I think it would have to be enforced. What wear 
really raising as a question here—and it is the basic one—is: Isa plan 
of disarmament possible, even assuming that the Russians would 
accept it and would be prepared to carry it out? 

Is there any such thing asa plan? I suggest that you cannot tell 
that until you draft it. I believe there is, but nobody can tell until it 
is drafted. 


JUDGING THE PARTS OF THE PLAN IN RELATION TO THE WHOLE 


Senator Humpnrey. Excuse me, Senator Pastore, since this is just 
a discussion. Aren’t you also saying, Mr. Finletter, that the only way 
that you can really judge the validity or the desirability or the effec 
tiveness of any stage of disarmament is to judge that in relationship 
to a total plan of disarmament ? 

Mr. Frnetter. Precisely. 

Senator Humeurey. In other words, if you are going to discus 
disarmament, you ought to look at it in its full dimensions first! 

Mr. Frnuetrer. Precisely. 

Senator Humpnrey. Know all the parts of it and what it all means! 

Mr. Frntetrer. Yes. 

Senator Humpurey. What it would involve in terms of basic adjust 
ments in your own economy, in terms of economics, law, attitudes a 
well as the security arrangements. Then once you have the full plan, 
you are in a position to talk about its parts. But I think what youar 
pointing to, which has been a source of deep concern to me, is that we 
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have discussed parts of a disarmament plan without ever seeing in our 
mind’s eye the total vision of a disarmament plan. 

Itissomething like discussing, I say, in a very poor analogy, discuss- 
ing the parts of a home or a household without ever having the archi- 
tect draw up the total plan. You can discuss the arrangements of one 
room or another, but it has no continuity or no real purpose until you 
se it in relationship to the total layout, the total floor plan. 

Senator Witry. You can have the best plan in the world just like 
ou can have the best automobile in the world, but put it in the hands 
of a drunken driver and it is no good and it will be ruined. We are 
missing the point when we do not realize that these causes go to the 
question of the planners’ good faith and ability to keep the plan. 

That is the big thing. 

Mr. Finterrer. Yes, sir; but Senator Wiley, I would just like to 

ut on the record that what the chairman has just said about the in- 
fispensable nature of the total plan before you consider any of the 
aspects of what might be a total plan is the one point I want to make 
before this committee today, and it is the one point I want to empha- 
size. 

Sir, I think it answers your objections about this first article of 
Mr. Lodge’s proposal. I do not know whether it is good or bad in a 
total plan. I have an idea that it might be good in the very last stages 
of a total plan, but I do not know and I could not say until I saw the 
total plan. 

But I also agree with Senator Wiley that there must be a parallel 
simultaneous attack along with this total plan on the other basic causes 
of tensions. You are not going to get your plan through; you are 
going to have a drunken driver there. In other words, you are going 
tohave no good plan unless you do simultaneously hit at these other 
sources of tension. 

But the presentation of the plan, Senator, will also help to solve 
those tensions. I am not saying you will succeed, but I am saying 
that you won’t succeed except by this kind of multilateral attack on all 
causes of war. 

Senator Wirry. May I suggest we have had two pretty good plans, 
the Sermon on the Mount and the Ten Commandments, but the people 
that were supposed to keep them have not kept them. 

Senator Humpnurey. We are running short of contemporary 
disciples. 


EFFECTIVENESS OF OPEN SKIES PLAN AS A BEGINNING 


Senator Pastore. I do not think anyone quarrels with the thesis 
that has been developed, when I say “anyone” I mean of those pres- 
ent here, that you have to have an overall enforcement plan. But 
wouldn’t you say that the open skies as an opening wedge of future 
developments was in and of itself rather an effective suggestion, with- 
outan overall plan. I mean wasn’t it a beginning in a good direction ? 

We recognize the fact that total protection is actually the crux of 
this whole problem. It is regrettable that the Russians never agreed 
to it, but wouldn’t you admit now that even without an overall plan, 
which I think we ought to think about and formulate and have, that 
the open skies idea was a pretty effective idea had it been agreed to 
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at the time, because it would have been the foot in the door which ]eq 
to the very crux of the whole problem, inspection and control! 

Mr. Finuerrer. Senator, I would prefer, if I may, to answer that 
question in private session. With the chairman’s permission, I would 
like not to answer that on the record. 

Senator Pastore. All right; I won’t press it in view of your rege. 
tion toit. Ishan’t press anything. 

That is all. 

Senator Humpurey. I have a few questions, Mr. Finletter, that] 
want to ask. 

I would just like to put on as an addendum to what was said that the 
open skies plan was a two-way street. It was open here and there 
I think at times we feel there is nothing that we have to conceal, 
That is not exactly the case. We put people i in jail right along for 
snooping around into places that are supposed to be conce aled, I 

want to make one other observation. I do hope that we will always 
keep in mind, as members of this committee, and as American citizens, 
not only the stark reality of the difficulties in a disarmament program, 
but even equally significant, the stark reality of war. I sometime 
think that the further we get away from the last confi: agration, the 
less meaningful the whole institution of war seems to be. 

While there are some mighty big risks in not having one, such as 
larger H-bombs dropped upon larger cities. 

1 am just trying to put this in proper perspec tive and proper posi- 
tion. The duty of this committee is to examine the complexities. Its 
duty is also to try to seize the opportunities. I was very appreciative 
of your final suggestion relating to open discussion of disarmament 
and its full implications in terms of sec urity, foreign policy, the 
nature of our economy, and our relationships with other peoples and 
nations. 


NEED FOR CLOSER LIAISON BETWEEN STATE DEPARTMENT AND CONGRESS IN 
DISARMAMENT PLANNING 


Interestingly enough, the disarmament proposals which were un- 
veiled before the United Nations were never unveiled before the 
Congress. Now I do not think this was premeditated. I think this 
is just a matter of habit. For some reason or another disarmament 
proposals have seemed to become the prerogative of a few, rather than 
affecting basic and fundamental national policies. Yet we have open 
discussion of the use of American Armed Forces in the Middle East, 
In this the Congress is to share in the responsibility. 

I ask this question publicly: Is it not equally important that the 
Congress should share in the forums of or at least in the discussion 
of, with the appropriate representatives of the executive department, 
the disarmament proposals which we present to the United Nations! 

Presume, for example, as Senator Pastore said, that the Soviet 
accepted every proposal. They said, “All right, we take them.” I 
want to know, Is the Congress prepared for the acceptance of these 
proposals ? They require “great and drastic changes in the security 
policy of the United States. It would mean se uttling great areas of 
our defense structure, and it surely would mean the ‘drastic revision 
of basic statutes and laws 
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Jam not saying that we are not prepared to. I just don’t know. 
{ll 1 am citing for the record here is that while in the main I am very 
pleased with the presentation of Mr. Lodge, pleased in this sense, 
jot that I think it meets all the requirements as you have stated so 
roperly this morning, but that we are on the offensive, that we are 
ying to maintain some flexibility and some affirmative position. 

But I still say that it is rather unusual, in the light of present circum- 
¢ances, that proposals of such far-reaching significance, which, by 
the way, go right to the heart of the Atomic Energy Act of 1946 as 
amended in ne that go right to the heart of our whole 
defense structure—so far as I know were never discussed either with 
a group of Senators or individually. Yet we have a committee here 
that represents three of the most powerful committees of the Congress, 
the Joint Committee on Atomic Energy, Armed Services, and Foreign 
Relations. 

[say this because I think it may be an admonition or a word of 
advice and counsel in the most cooperative and constructive spirit with 
those who are responsible for the presentation of disarmament pro- 

als by our Government. 

Now Mr. Finletter, I was going to ask you with reference to a com- 
ment on your speech in March of 1955 where you said—this is pertain- 
ingto American foreign policy : 

Tests will not be met successfully unless the Government is prepared to spell 
outa detailed plan in all of its unpalatable details— 


rating to disarmament. 


The difficulty is not so much the complexity of the subject. The study and 
the plans about disarmament are the least difficult part of the problem. The 
real question is whether our Government is prepared to go forward as to the 
asentials of the policy itself. 

It is to this that we have alluded this morning and I gather it is 
to this that you have directed some of your comments relating to 
our proposals before the U. N. 

Mr. Frnvetrer. That is right. 

Senator Humpnrey. And you find in those proposals some short- 
comings, as I gather ; is that right ? 

Mr. Finterrer. I find that they are wholly on the line of a partial 
disarmament and not of the presentation of the total plan, which is my 
key suggestion—that a total plan be prepared. 

Senator Humrurey. They are separate parts, but you are not quite 
sire that they are related to the whole structure because you are not 
sure that there is a whole structure? 

Mr. Finterrer. I would say they cannot be related to the whole 
sructure until there is a whole structure. 

Senator Humpurey. There may be a presumption in the minds of 
sme that there is a whole structure that we have not had unveiled 
before us, but if there is, you know not of it, is that correct? 

Mr. Finterrer. And I would say that constants, in the second in- 
rim report, deny the existence of any such. 

Senator Humrnrey. May I suggest at this time, since we have dis- 
cused Mr. Lodge’s presentation of January 14 to the United Nations, 
that we incorporate in this testimony the entire body of his address. 
lam also going to have incorporated in the record at this point pages 
tand 5 of the second interim report of the subcommittee relating to 
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the factors conditioning the United States disarmament policy—th 
constants in United States disarmament policy. I will ie ask that 
the variables of United States disarmament policy be included, go tha 
the frame of reference here for our discussion is in these pages of 
testimony. 

(The miata referred to are as follows:) 


SECOND INTERIM REPORT, SUBCOMMITTEE ON DISARMAMEy? 
SEPTEMBER 7, 1956 


[Excerpt] 


+ * * © - 4 ® 


Factors CONDITIONING UNITED STATES DISARMAMENT POLICY 


At least three major factors condition disarmament policy. The research of 
scientists and the work of technicians and military specialists determine whethe 
certain proposals for disarmament are feasible. Disarmament policy mug 
reflect new methods and conclusions revealed by scientific research. 

The second factor which affects disarmament policy is the point of view of 
our principal allies. The United States tries to make every effort to reac 
consensus with principal allies before negotiating with the Soviet Union. Othe. 
wise, the latter is able to exploit differences in the viewpoint of the western 
nations. A united approach undoubtedly requires some adjustments in United 
States policy as it does in the case of the policies of friendly nations. 

The third factor is the position taken by the Soviet Union and development 
within the Communist system. 


THE CONSTANTS IN UNITED STATES DISARMAMENT PoLicy 


Testimony of officers of the executive branch suggests that certain aspects of 
present United States disarmament policy are not subject to basic modification, 
These principles or constants of policy are listed below. 

1. No reliable disarmament agreement can be reached unless it is completely 
covered by an inspection and reporting system adequate to verify reductions 
and guard against surprise attack ; this system would include aerial surveys, 

2. Present disarmament policy involves ending the arms race, reducing if 
not eliminating the nuclear threat, and decreasing the armaments and arma 
forces of the major powers. It does not involve the reduction of the weapon 
of war down to a level required for internal police purposes only. It does not 
envision that a police force and authority under the United Nations would 
adequate for the security of the United States and free nations. Rather, United 
States policy would seek to insure security, in the event a disarmament agree 
ment is reached, by the following means: (a) maintenance of a military dete. 
rent of somewhat smaller dimensions than that which exists at the present time; 
(0) a significant reduction in military personnel and conventional armaments of 
all nations; (c) continued reliance on defense pacts already established unde 
article 51 of the United Nations Charter. 

3. The United States does not contemplate substantial reductions in its nuclear 
stockpile at least until techniques of detecting stockpiles of such weapons ar 
invented or discovered. At present there is no known means by which nuclett 
weapons, once stockpiled, can be detected. The United States is prepared to halt 
by agreement, however, further additions to stockpiles, and perhaps to begin 
transfers from them to peaceful uses. 

4. Outstanding political questions between the Communist and free worl 
must be resolved before substantial reductions can be made in armaments. 

5. Any agreement reached must be carried out gradually and in stages. 


VARIABLES OF UNITED STATES DISARMAMENT POLICY 


The presence of constants in United States disarmament policy does not meal 
that the policy is without room for flexibility. Testimony of the executité 
branch before the subcommittee suggests that aspects of the problem of disarm 
ment are subject to negotiation. The principal variables appear to be i 
following: 

1. Manpower and weapons ceilings for conventional weapons.—The figure 
2,500,000, for example, which the United States has proposed for the reductia@ 
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of the armed forces of the major nations has been put forth for illustrative 

only. Similarly the ceiling of 500,000 for the smaller powers (unless 

jal circumstances require an agreed exception) has been suggested by the 
{ited States only as a possible starting point, not as a final figure. 

2, Distribution of reductions in conventional armaments.—The United States 
has taken no public position on the manner in which conventional armaments 
should be limited. We have stated simply that once a level of military manpower 
had been agreed to by the principal powers, armaments should be reduced in 
roportion. We have not yet suggested levels for bombers, fighters, tanks, 
gtillery, submarines, destroyers, aircraft carriers, and other types of conventional 
weapons. ; ts : ale 

9 Relationship of political settlements and disarmament.—The United States 

licy has consistently maintained that major political issues must be settled 
ifore substantial reductions in armaments can take place. The policy is not 
frm, however, regarding the amount and kind of disarmament possible prior to 

litical settlements. Nor has this country defined all of the political issues 
volved and the manner in which their solution is related to disarmament. 

4, Testing of nuclear weapons.—At present United States policy opposes limita- 
fons on tests of nuclear weapons in the absence of general agreement on dis- 
ymament. The United States working paper, submitted at the London meetings 
of March-May 1956, however, indicated that nuclear weapons tests would be 
sibject to limitation in a manner to be agreed upon. 

5, Relationship of reductions of nuclear weapons and conventional arma- 
ments. —W hether conventional armaments can be reduced without parallel action 
tolimit nuclear weapons is not clearly fixed in United States policy. At present 
the United States position maintains that substantial reductions in conventional 
gmaments without curbs on nuclear weapons would give a false sense of security. 
Nevertheless, this country has proposed, at least for illustrative purposes, cut- 
hacks in armaments based on manpower levels below present armed strength. 

6. Other possible areas of negotiation in United States policy—United States 
wlicy appears flexible with respect to the inclusion of the following matters in 
jme Way in a general agreement on disarmament: foreign military bases; the 
amed forces of Communist China; the extent of neutralized or demilitarized 
mnes in Europe; and regional defense pacts. 


+ * a x 


THE PRESIDENT’s SPECIAL COMMITTEE ON DISARMAMENT PROBLEMS, 
January 14, 1957. 


DraArt STATEMENT OF AMBASSADOR LODGE ON DISARMAMENT 


Attached is the statement of Ambassador Lodge to the Political Committee 
if the United Nations General Assembly on the item of disarmament, to be 
delivered on January 14, 1957. 

JosePH S. TONER, Executive Secretary. 


STATEMENT OF AMBASSADOR LODGE 


The report of the Disarmament Commission, including the proceedings of its 
kommittee, is before us. This is the time to review that work. 

My statement today, however, will look more to the future than to the past. 
Itdeals with the steps and means by which a sound and safeguarded agreement 
night be reached in the new year just beginning. 

The President of the United States, Dwight D. Eisenhower, will soon begin 
anew administration in the Government of our country. He has been elected 
fora second term by the people and will be inaugurated for that 4-year period. 
The members of the United Nations may be confident of his continued devotion 
to the quest for a just and durable peace. He continues to lead our Nation in a 
tenewed effort to find the way to devote more of the resources of mankind to 
tbundant peace and less to armaments and armed forces: to reduce tensions 
ind increase confidence among nations by establishing a reliably inspected lower 
level of armaments; and to lessen the perils of the outbreak of war by easing 
the dangers of great surprise attack. 

Only recently, in his letter to Marshal Bulganin of December 31, 1956, Presi- 
dent Eisenhower reaffirmed his belief that “deliberations in the framework of 

87319—57—pt. 12 -2 








1128 CONTROL AND REDUCTION OF ARMAMENTS 


the United Nations seem most likely to produce a step forward in the highly 
complicated matter of disarmament.” 

President Eisenhower also declared the intention of the United States to gy. 
mit new proposals in the United Nations. 

These new proposals will center upon five principal points. Before outlining 
these points, I wish to emphasize that the United States is ready and Willing 
to take sound steps toward arms reductions, whether they are very smal] or 
large and extensive, provided, however, that any such step must be subject tp 
effective inspection. This insistence on adequate inspection is not a Whim, 
It arises from the deep conviction after a thorough study that only aD inspected 
agreement would serve the objective of a reliable peace. 

An agreement without effective inspection would immediately become the 
source of doubts and suspicions, of distrust and invective, and of charges ang 
countercharges. Such an unsound agreement would add to tensions and increase 
the danger of war. Deeply as we are convinced of the desirability of a reliable 
agreenient and of the dangers in the absence of agreement, we have, neverthe 
less, concluded that a bad agreement is worse for the cause of peace than no 
agreement. An uninspected agreement, or an inadequately controlled agreement, 
or a one-sided agreement would be a bad agreement. It would not serve the 
objective of peace. 

We believe that renewed negotiations should strive toward these objectives: 

1. To reverse the trend toward larger stockpiles of nuclear weapons and 
to reduce the future nuclear threat. 
2. To provide against great surprise attack and thus reduce the danger 
of major war. 
3. To lessen the burden of armaments and to make possible improved 
standards of living. 
4. To turn research and development activities concerning the propulsion 
of objects through outer space to exclusively scientific and peaceful purposes 
5. To ease tensions and to facilitate settlement of difficult political issues, 

To meet these objectives, the United States makes the following proposals, in 
broad outline. Specific details will, of course, be developed in the negotiations 
in the subcommittee. 

First. The United States proposes that an agreement be reached under which 
at an early date under effective international inspection, all future production 
of fissionable materials shall be used or stockpiled exclusively for nonweapons 
purposes under international supervision. The members of the Assembly and 
scientists throughout the world know that it is impossible to account with essen 
tial certainty, or to discover through any known scientific means of inspection, 
all of the fissionable materials produced in the past, or all of the existing accumi- 
lation of nuclear weapons. It is not possible to turn backward the clock of 
nuclear discovery and development, nor to repeal the nuclear age. One thing 
which can be done and which, for the sake of humanity, the United States pro 
poses should be done, is to establish effective international control of future 
production of fissionable materials and to exchange firm commitments to use all 
future production exclusively for nonweapons purposes. 

When such commitments are executed, it would then be possible to move 
reliably toward the reduction of existing stockpiles. When future production 
is controlled it should be easier than with information now available to establish, 
within a reasonable range of accuracy, the approximate amount of fissionable 
materials previously produced, so that equitable and proportionate transfer 
in successive increments could be made from past production over to the inter 
nationally supervised national or international nonweapons use of such material 

The members of this Assembly will recognize that this proposal is the logieal 
projection and follow-through of the concept emphasized by President Hise 
hower in his message to this body on December 8, 1953, when he proposed the 
atoms-for-peace program. It is inspired by the same motives which led to the 
establishment of the International Atomic Energy Agency through the cooper 
tion of nations of the world. 

Under this program the United States, for its part, would make generots 
progressive transfers of fissionable material to peaceful uses, just as it bas 
previously announced its intention to contribute to the International Atomit 
Energy Agency. It will continue to encourage nations to make their full conttt 
butions to the constructive uses of atomic energy. 

Under such a program, the whole future trend may be changed. The cours 
of atomic development will move in a benign direction rather than toward some 
evil end. 
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Second. If such an arrangement to control the future production of fissionable 
material can be negotiated and put into effect it would then be possible, in a 

ure manner, to limit, and ultimately to eliminate, all nuclear test explosions. 
The United States proposes that this be done. Pending the negotiation of such 
qn agreement, the United States is also willing to work out promptly methods 
for advance notice and registration of all nuclear tests and to provide for limited 
international observation of such tests. This could be an effective forerunner 
of far-reaching agreement affecting both the nuclear threat itself and testing, 
ip particular. , : 

Third. The United States proposes that we move ahead toward the realiza- 
tion of a first stage reduction, under adequate inspection, of conventional arma- 
ments and armed forces, using as a basis of measurement the figures of 2.5 
nillion for the U. S. S. R. and the United States, and 750,000 for France and the 
Tnited Kingdom, upon which the countries represented on the subcommittee 
gem to agree. The United States proposes that we achieve this forward step 
through the progressive establishment of an effective inspection system con- 
qrrent with such reductions. An effective inspection system would require 
an appropriate aerial inspection component as well as ground units. The 
United States accepts the principle of establishing observers at key ground loca- 
tins, as generally proposed by Marshal Bulganin, in addition to air inspection. 
The proposed first stage of reductions can be fulfilled provided there is good 
faith on all sides in establishing a system of inspection that can in fact verify 
the commitments. 

It would seem appropriate, also, for other nations to begin to consider the 
relation between their own armed forces and the projected first stage force 
levels, in the event the fulfillment of such first stage reductions can be assured 
inthe coming negotiations of the subcommittee. 

The United States does not believe that deeper reductions than these agreed 
for the first stage can be made unless some progress is made in settlement of 
the major political issues now dividing the world. But the fulfillment of a 
frst stage reduction would certainly improve the climate for the negotiation 
of such political settlements. 

Fourth. Scientists in many nations are now proceeding with efforts to pro- 
pel objects through outer space and to travel in the distant areas beyond the 
arth’s atmospheric envelope. The scope of these programs is variously indi- 
ated in the terms “earth satellites,” “intercontinental missiles,” “long-ranyve 
mmanned weapons,” and “space platforms.” No one can now predict with 
certainty what will develop from man’s excursion in this new field. But it is 
dear that if this advance into the unknown is to be a blessing rather than a 
curse the efforts of all nations in this field need to be brought within the pur- 
vew of a reliable armaments control system. The United States proposes 
that the first step toward the objective of assuring that future developments 
inouter space would be devoted exclusively to peaceful and scientific purposes 
would be to bring the testing of such objects under international inspection and 
yarticipation. In this matter, as in other matters, we are ready to participate 
in fair, balanced, reliable systems of control. 

Fifth. The United States continues to emphasize the importance of providing 
against the possibility of great surprise attack. This is not a minor or peri- 
pheral proposal. The nature of modern weapons is such that if all nations are 
safeguarded against great surprise attack there is much less likelihood that a 
cileulated major war would be initiated in the nuclear age. Likewise, such 
mutual assurances against great surprise attack would do much to prevent mis- 
aleulation by any nation regarding the intention of another. The greater the 
seed of potential attack and the more devastating the blows that could be 
stuck the greater is the danger that anxious apprehension, feeding on ignorance 
of the dispositions and intentions of others, would adversely and dangerously 
iflect the decisions of nations. 

Itis in the interest of exch nation, not only that it had sure knowledge that 
ther nations are not preparing a great surprise attack upon it, but, also, 
that these other nations should have sure knowledge that it is not planning 
‘great surprise attack upon them. Today many nations have knowledge of 
the location of key centers, of the areas of strategic importance, and of the 
‘heentration of military power of other nations. This information would be 
adequate for the waging of a devastating war. But unless a reliable inspec- 
1 system is established with open skies, open ports, open centers, each nation 

possess something less than the regular, dependable information necessary 
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to form a stable basis for a durable peace. The United States proposes, thoy 
fore, the progressive installation of inspection systems which will provide again 
the possibility of great surprise attack. The United States is willing to execute 
either as an opening step or a later step, the complete proposal made jn the 
Summit Conference at Geneva by President Eisenhower. 

It is clear that whatever the first steps may be, a method of contro} an 
organization of supervision, and a mechanism for regulation will be needed 
The United States proposes that such an international agency for the regyj. 
tion of armaments should be installed concurrently with the beginning of the 
program. It can constitute a nucleus of hope at the center of the grim impj. 
cations which radiate from the destructive power of modern armament, 

In making these new proposals may I reemphasize that the United State 
continues to stand back of the proposals and suggestions made by it at the 
Summit Conference at Geneva and in the meetings of the subcommittee ging 
that time. 

You will find in the subcommittee report suggestions submitted by the Uniteg 
States at London in May 1956 for initial steps for demonstration of inspection 
methods, for joint technical study, and for first levels of reduced armaments 
I will not burden you with a review in detail. The record is before you. The 
United States stands on this record and it presents its new proposals in y 
spirit of endeavor to meet the views of other nations. We are trying to mow 
toward agreement, provided only that such agreement is sound and secure. 

We are fully aware of the extent of devastation which would befall map. 
kind if a third world war should occur. We believe it to be in the interest of 
all nations to take far-reaching steps to minimize this danger. We are gp. 
vinced that an armaments control agreement which is fair to both sides an 
thoroughly inspected so that there can be no reasonable doubt of its fulfillment 
is both physically and theoretically possible. Such an accord should be politically 
attainable if the prompt, forthright, and thoughtful attention of the gover. 
ments of the world is given this problem. 

This is the spirit in which I speak on behalf of the United States at this time 


CONTROL OF BALLISTIC MISSILES IN AN OVERALL PLAN 


Senator Humpnrey. Mr. Finletter, for the purposes of negotiating 
reductions of levels of disarmament, do you consider it possible to 
differentiate between conventional weapons and weapons of mas 
destruction ? 

Mr. Frntetter. No, sir; I do not believe that there can be any 
reduction in one class or the other. If we are going to make a mis 
take, I suggest we make it in the conventional armaments. 

Senator Humpurey. Should an attempt be made to get control over 
the ICBM, the intercontinental ballistic missile, before it is in pr 
duction? I am speaking now of international control. 

Mr. Frntetter. Well, if it is feasible. I would hate to see the ide 
of the total plan abandoned. I would like to see the ICBM hits 
part of the total plan. 

I do not think it ever will be effectively hit except as part of th 
total plan. But I would become inconsistent in this and say lets 
see if we can’t do something about that if we can. I would liketo 
try it. I think it is impossible. 

Senator Humpnrey. We had some very moving testimony her 
some months ago relating to the importance of a timetable on™ 
inspection system relating to missiles, the basic fact being quickl} 
established that if you did not do something within the next 3, 40 
5 years, your guided missile and your intecontinental missile coull 
be hidden away on launching platforms, concealed underground, aml 
therefore any known type of aerial inspection would be of little 
no avail. 
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What is your view on that? 

Mr. Fixuetrer. I would like to see a crash effort to evolve a plan for 
the stopping of the ICBM before it gets any further. I am ve 

imistic about doing it, except as part of a total plan, but I thin 

we ought to try it. My difficulty comes from the nature of the in- 
gpection, and I made some reference to that in my remarks, my written 
marks to the committee. I just doubt very much whether you will 
ever get the kind of complete inspection which will be necessary to 
prevent the building of these things by the Russians. 


POSSIBILITY OF ENFORCEMENT 


Senator Humpnurey. And you have noted in that same address to 
yhich I referred, your March 1955 speech : 

There is one disagreeable point about any plan for enforced disarmament, and 
that is that it has to be enforced against us as well as against other nations. 

My question is, Can you envisage any enforcement measures short of 
war that would be effective in obtaining the adherence of major powers 
toan arms-control agreement ? 

Mr. Frxterrer. Yes, I can envisage it, Senator. I think that a 
plan could be evolved which, if accepted, would put in the United 
Nations the power to enforce the disarmament agreement. 

But I want to say I think that it is by no means easy to formulate 
sh an agreement. It will be by no means easy to get agreement to 
it. But I submit that it is our duty to try it, for the reasons you have 
given, Mr. Chairman. That is, that a hydrogen war is a hydrogen 
war. 

Senator Humpnrey. I am very appreciative of your reply. If 
there is any sense of mission at all in the work that we are attempting 
todo here in holding these hearings, it is in the light of what you have 
sald, 

We feel that we must explore these opportunities, these difficulties, 
ad explore them publicly. I do not think we have had any execu- 
tive meetings. We have tried to get this talk on our proposals out 
inthe open, and maybe have gone right up to the borderline of secu- 
nty arrangements or security items, but we felt it was all to the good. 


UNITED NATIONS AS ENFORCEMENT AGENCY 


Senator Pasrorr. Will the chairman yield on that point? 

I was very much interested in what you just said, Mr. Finletter, 
with reference to putting this under the jurisdiction of the United 
Nations. I got the distinct impression here the other day from a 
lisertation that took place, to the effect that things had changed, that 
the United Nations was not today what it originally started out to be. 

Ihave a firm conviction that the one remaining hope is a world 
forum where all these problems may be discussed. With all its in- 
adequacies and inefficiencies I think it is the one remaining hope we 
have, It is your idea if this agreement is achieved at all it ought to be 
under the aegis and control of the United Nations? 

Mr. Finterrer. Yes, sir; very strongly. I think if you did not 
have the United Nations, you would have to invent it for the purpose. 
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COMMUNIST TACTICS OF SUBVERSION 


Senator Humpnrey. Mr. Finletter, in your book Power and Policy, 

you state: 
Since the end of World War II the Russians have been experimenting with 
new variations in aggression. With the exception of Korea they have kept 
away from the old-fashioned rolling-over-the-frontier type of war. The history 
of their series of aggressions since 1945 shows that they have been careful not 
to push the West too hard, that they have made only one point of trouble at g 
time, and have used devices to make their acquisitions indirectly by subversion, 
by helping the Communist side of civil wars rather than by direct arme 
attacks by the Russian or the Chinese Red Arnies. 

That statement opens up a number of questions, some of which are 
very current. Would you say that at this particular juncture of 
history the Soviet is pushing indirectly if not directly in the Middl 
Kast? 

Mr. Frntetrer. I think that is the immediate point of attack, 

Senator Humpurey. Do you feel that the attack will be military 
in the same sense as the Korean operation, or will it be indirect, 
political, economic subversion ? 

Mr. Fintetrer. The pattern of all Communist actions since the 
end of World War II would indicate that it will not be by the open, 
overt attack, but you can’t tell. Nobody can be sure. But certainly 
it would be a complete reversal of pattern if it were to be an overt 
attack. 

PRESIDENT EISENHOWER’S MIDDLE EAST PROPOSAL 


Senator Humenurey. I think it is fair to say that practically every. 


body’s attention is directed towards the President’s proposal relating 
to the Middle East. I was thinking about it as I was driving in this 
morning, and I wondered if some of the debate about it was not 
rather—I won’t say futile—but rather beyond the point. It is tobe 
presumed that the Congress will concur in some form of endorsement 
of the use of American strength in case of military aggression. I 
sometimes wonder why we all asked the questions we did. I gathered 
that every Member of Congress thought that we would resist Com- 
munist aggression and continues to think that we will. Presuming 
that that is the case, presuming that all of this is going to be done 
anyhow, the question gets to be what do you do about the real problems 
that are there? 

In other words, I could not help but think it is something like 
taking aspirin tablets for diphtheria. The aspirin may momentarily 
make you feel that you are better, but the disease is still there. You 
are never cured of scarlet fever or diphtheria with aspirin. You 
have to use something else. 

In the Middle East you have a statement of policy relating to the 
use of force, which may be necessary, if there is any doubt that we 
would use it. Then, once having stated that, what do you do about it! 
What do you do about the problems within the area that you arm 
going to protect? Isn’t that the kind of aggression that you are talk 
ing about that the Soviets wage, the problems within the area that 
they exploit? 
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THREAT OF SUBVERSION IN THE NEAR EAST 


Mr. Frnuerter. Yes. I think that the real threat in the Near East 
inall likelihood is subversion, the shipment of arms to various states 
in the area, the capitalizing by the Soviets on the Arab-Israel diffi- 
aulties, and the encouragement of the Arab States to further flaunt 
the West in the handling of the canal, and to use the canal as a politi- 
el lever for their own purposes. 

These are the basic problems. As I understood Mr. Dulles’ state- 
ment, he said that he recognized that these problems did exist, but 
gid that they were not contained in the request to the Congress except 
assubversion, which he says can be met by economic aid, which, paren- 
thetically, he said was the most important of the requests. 

He said the reason that he did not discuss the canal and the Arab- 
Israel difficulty and the general propaganda intervention and subver- 
sve intervention by the Russians was that they did not require 
legislation. 

Senator Humpurey. This, of course, is what has disturbed me some, 
and I will get off this right away. It seems to me that our attention 
is being directed toward something that is hardly related to the pro- 
portions or the degree or the dimensions of the problem. That is, 
there is not any doubt at all but what the specter of Communist mili- 
tary power is always a problem, and I gather that is what we spent 
these hundreds of billions of dollars for, for defense purposes. 

I gather that is why we have been spending this money. But once 
that is done, then what about the rest of it? It is something like, may 
[use a very poor analogy, it is something like one’s entering into a 
partnership to establish a business. Once you have done that, that is 
the legal part of it. That holds you together or holds the framework. 
Then you start to run the business, and that is when the trouble starts. 

Conversely now in this instance you have the military power estab- 
lished to deter aggression, but there are so many different kinds of 
aggression, and there are so many problems related to the different 
hinds of aggression, that since you are only deterring one kind of 
aggression, you may very well not deter any. 

Raator Pastore. May I interject at this point, the distinguished 
chairman was a member of that committee that just interrogated the 
Secretary of State. Iam curious to know what the Secretary of State 
answered. 

Senator Humrnrey. I asked him whether or not this resolution 
would do anything about the political problems in the Middle East. 
Tasked him whether it would do anything about the problems of 
Arab-Israel relationships, whether it would do anything about the 
refugees and Suez and he said, “No.” The question is which of the 
problems is bigger. 

Again may I say, to get back to our immediate discussion at this 
point, it is just like the piecemeal approach to disarmament. Unless 
you put all of these things in their proper perspective, in their proper 
wlationship, they may very well be rather meaningless and very 
ineffective. P 

Mr. Finterrer. And there is the question which is again analogous 
as to what we have been talking about, as to whether the Congress 
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can handle one phase of this problem without considering all of then, 

Senator Humpurey. Very much so. 

Now, Mr. Finletter, just one final question. 

Do you think that the increasingly heavy reliance of United State 
military policy on the use of nuclear weapons or dependence on nuclegy 
weapons can result in a growing paralysis of our foreign policy 43 
the threat of counter-nuclear retaliation increases ? 


SUPERIORITY IN AIR-ATOMIC POWER OUR MAJOR DETERRENT 


Mr. Frintetrer. No, sir. I believe that the increasing Russian aj. 
atomic power means only one thing, which is that we must intensj 
our work on our air-atomic power so that we have such a clear super. 
ority over the Russians that they will respect it and will see to it that 
no atomic war starts. 

It is not a cause for our moving to other types of weapons produc. 
tion. It is a reason why we must see to it that we remain ahead of 
them, and very clearly ahead of them in the absolute weapon. 

Senator Humpurey. Now let us assume, Mr. Finletter, that ye 
maintain this superiority in nuclear power weapons—aircraft-—that 
you refer to. Is it not possible that if a so-called brush war breaks 
out with conventional weapons, we will fight this war out on the old- 
fashioned terms? We will use howitzers, we will use tanks, and ve 
will use just ordinary bombs. We will just use the ordinary thi 
that killed grandpa. Then somehow or other the war gets a lit 
bit snafued and it is not going as fast as we would like it or it is not 
going as fast as the enemy would like it. Aren’t you always i 
danger, with that kind of a situation, of having the so-called stale 
mate on nuclear power not being effective at all, and of really getting 
into it all-out ? 


LOCAL WAR CAPABILITY ALSO IMPORTANT 


Mr. Frnterrer. May I make two comments on that, Mr. Chairman! 

First of all, accepting your premise that we do maintain this super 
ority, I would nevertheless like to point out it is much too easy to 
assume that—it is a little bit like assuming we are going to har 
peace, and this is something we have got to fight for every day in th 
week. 

But secondly, as far as the local war questions go, this is truly the 
unanswerable question. 

I do believe this, Mr. Chairman. I believe we have to have a loeil 
war capability. I do not believe we can have a local war capability 
which will be sufficient to fight every conceivable kind of a local war 
It is just mathematically impossible. 

Specifically, I would like to see a certain number of divisions, and 
the figure of 2 or 3 comes into my mind, which would be available for 
that sort of thing, which would be very well equipped, very wel 
trained, and would be airlifted. 

Senator Humenurey. Senator Pastore, anything else? 

Senator Pastore. I have only one concluding question. 

Being the strong advocate you are of strong military preparet 
ness, especially in the field of airpower, you still are optimistic, as! 
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yderstand your testimony this morning, Mr. Finletter, that if an 
overall disarmament plan were devised, proposed, and formulated, that 
yu are pretty optimistic that it could work out even in this time of 
tress and trial ? 


AMERICAN PEOPLE WOULD ACCEPT OVERALL PLAN 


Mr. Finterter. I cannot answer that “Yes,” Senator. _ 

Jsay this: I say that it is the only hope for an effective plan of 
disarmament. I believe the American people would accept it. I be- 
jjeve there is a chance that the major powers of the world might accept 
tif it were pressed with sufficient zeal, especially after the kind of 
debate we have been discussing. I would not want to prophesy whether 
yecan succeed, but to press for it as our duty is to me very clear. 

Senator Humpurey. Thank you very much, Mr. Finletter. You 
jave been very generous with your time and we appreciate all the 
plendid advice that you have given to us this morning. 

Mr. Frntetrrer. Thank you very much, Mr. Chairman. 

Senator Humpurey. Mr. Weaver. 


INTRODUCTION OF DR. WARREN WEAVER 


Our next witness is Dr. Warren Weaver. 

Dr. Weaver is the chairman of the committee of distinguished scien- 
tists which is studying the genetic effects of atomic radiation. 

The committee is one of the six committees established by the Na- 
tional Research Council of the National Academy of Sciences which 
nade their reports on June 4, 1956. 

We have asked Dr. Weaver to explore with us today some of the 
pathological as well as the a genetic effects of nuclear radio- 
wtivity. Through our study of disarmament, we have been con- 
tantly aware of the special new problems created by the radioactive 
hwards of nuclear weapons. There is disagreement, however, on 
vhether the radioactive hazard of nuclear-test explosions presents 
seh special problems that consideration must be given to limiting or 
wntrolling such tests. 

We believe Dr. Weaver’s special knowledge of the effects of nuclear 
ndiation—when joined with that of weapons experts appearing before 
the subcommittee tomorrow—should give us a better understanding 
itsome of these troublesome problems. 


Dr. Weaver. 


STATEMENT OF WARREN WEAVER, CHAIRMAN OF THE COMMITTEE 
ON GENETIC EFFECTS OF ATOMIC RADIATION, ACADEMY OF 
SCIENCES 


Mr. Weaver. Thank you very much, Senator. I am both honored 
idembarrassed by being here, honored for obvious reasons and em- 
tarrassed because I fear I can illuminate only a very small sector of 
your overall problem, and perhaps that sector only somewhat darkly. 
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THREE PHASES IN DETONATION OF ATOMIC WEAPONS 


May I remind you that from some points of view it is useful to 
think of the detonation of a major atomic weapon as OCCUITINg in thre 
phases. 

There is the initial phase which in terms of time lasts something of 
the order of a millionth of a second to 1 second, which in ton of 
geometry extends over a circular area whose ‘adius may be somethin 
of the order of 10 or 20 or perhaps in the future even more miles— 
and at this point may I remark parenthetically that I am of courg 
using only information which is in the public domain—and Which 
involves the destruction through blast and heat of any human being 
or for that matter practically speaking, any structure in the imm 
ate neighborhood. 

The second phase is a phase which in terms of time extends say from 

1 day to a few weeks, which in terms of geometry extends over an 
clip ical or cigar-shaped area which may possibly be of the order of 
50 miles wide and perhaps of the order of 200 miles in length. 

This is the phase of immediate heavy fallout, the sort of thing which 
came - the attention of everyone through the press within the last 


year or two in connection with the fallout on some of the Japanes 


Sah tag vessels. 

And the third phase is the phase which in terms of time extends 
over months to many, many years, and which in terms of geometry 
extends over the entire planet. This is the phase which involves what 
we normally mean by “fallout from atomic weapons.” 


THIRD PHASE—GENETIC DANGER AND DAMAGE 


I will be speaking almost completely about the third phase, not at 
all about the first phase, which is in effect the military phase of atomic 
weapons. 

I will be speaking almost entirely about the third planetary and 
long-term phase, and primarily because I will be speaking only, o 
chiefly at least, about genetic danger and damage rather than patho 
logical danger and damage. 

‘There are in fact two kinds of damage which result from radiation, 
first the damage which is experienced directly by the individual who 
sustains the radiation, and that is in general in the field medically 
referred to as pathology. 

And second, there is the kind of danger and damage which is genetic 
in character, and which is expressed in one’s children, one’s children’ 
children and so on down through the generations. 

I am not medically trained, and it would be inappropriate for m 
to attempt to say very much about the pathological aspect of damage 
If the committee wishes to have expert testimony on that subject, 
it could of course obtain this from Dr. Shields Warren, who was the 
chairman of the pathology group in the National Ac ‘ademy study. 
They could also obtain this from the new group which is studyin 
the general problem of biological danger from radiation in the U nit 
Nations, this group paying particul: ir attention to the emerging im 
portance of the pathological danger due to strontium 90, a phrase 
which I am sure you have all seen in the newspapers a good deal ovet 
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the last year or two, and an aspect of the problem which is causing 
increasing concern at the present time. 


EXPERIMENTS IN GENETICS 


[ will be restricting my remarks almost entirely to the genetic 
roblem. Now you will excuse me for condensing the basic genetic 
facts in the situation down to ridiculously small content. ¥ say that 
ye now do know certain things about the genetics of this situation 
gith considerable firmness, even though it is true that the exact 
quantitative relations, particularly as they apply to man, are not 
jnown with high accuracy. ; : 

Genetics, for obvious reasons, is a subject in which the experimenta- 
tion is carried out chiefly with the lower forms of life, and most of 
our information comes from rather lowly organisms such as the 
familiar fruitfly which one sees around a dish of fruit, from experi- 
mentation with corn and from experimentation with some of the more 
simple mammals such as mice. ; 

One does not do experiments of this sort with human beings. Our 
knowledge of genetics is inevitably handicapped by this funda- 
mental fact. ‘Therefore many of the quantitative relationships in 
human genetics are not precisely known at the present time, but I 
would give you quite an incorrect impression if I did not say that the 
basic laws, the basic genetic laws, are for the most part as firmly 
nown as is true of the laws of science in general. 


BASIC GENETIC FACTS 


Now what we do know about the effects of radiation, the genetic 
eflects of radiation, in all briefness and simplicity, is this: We know 
that radiation causes what the geneticist calls mutations, changes in 
the actual genes and chromosomes which control our heredity. We 
know that these changes, these mutations, as caused by radiations, are 
in practically all cases harmful. Certainly 95 percent of mutations 
ae harmful. Very probably 97 percent and perhaps even a higher 
percentage. 

We do know that the number of mutations is proportional to the 
total amount of radiation which the individual receives, and as regards 
the genetic effect on offspring, one is always concerned with the total 
accumulated amount from the time he is conceived up to the time of 
theconception of his last child. 

This is the part of it which is genetically important. If a certain 
individual is not going to be involved in the conception of any further 
children, then obviously what happens to him is of no longer any 
genetic significance. It may be of considerable personal significance, 
but it is not of any genetic significance. 

Let us say it is a period which averages in the United States some- 
thing of the order of 30 to 31 or 32 or 33 years—something of that 
general order. What is important from the point of view of genetics 
is the total accumulated radiation dose received by the reproductive 
organs of that individual over that 30- or 32-year period. 

The total body dose, or the amount that he might receive, for ex- 
ample, in medical treatment of a hand or something of that sort, is not 
mportant. What is important is the dose to the reproductive organs 
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and the accumulated dose over that long period. It is unfortunately 
true that this dose does accumulate from the genetic point of viey, 
If you have a little bit now and a little bit then, and then a littl 
bit still later, all of this is kept on the book, so to speak, and all] of 
this counts genetically against you. 


DISTINCTION BETWEEN PATHOLOGIC AND GENETIC DAMAGE 


This is in contrast to the case in pathology where one can for the 
most part recover from small doses of radiation, but from the genetic 
point of view, there is no recovery. It accumulates. 

. Senator Pasrore. Doctor, would you give us a short answer ag to 
why that is so? 

Mr. Weaver. I wish I could but nobody knows. Unfortunately 
it is true that the answer which I have just given you is the answer to 
a very large number of such questions about human genetics. If] 
may insert this parenthetical remark, I think that one of the greates 
disproportions that exists in our present society, in the intellectual 
field, is the disproportion between what we know about the atom and 
what we know about human genetics. This I think is an extremely 
difficult and socially dangerous disproportion, and we should do every. 
thing that we can to bring these two things into better relationship, 
This means more fundamental research in genetics of course. 

Well, now if I may go back to our topic, radiation produces mute 
tions; mutations are bad; the amount of mutation is proportional to 
the total accumulated dose. There is no radiation dose which is too 
small to count from the point of view of genetics. This is a fact which 
will be of great importance to us as we follow the argument in justa 
moment. 

Senator Pastore. Are you in fact saying that a small dose might 
not have a pathological reaction on the body, for instance by dis 
turbing the muscles or bones of the body, but might have an effect 
upon the genetics of that body? 

Mr. Weaver. That is exactly correct. 

Senator Pasrore. In other words, you would have no pathological 
damage but yet you would have some serious damage as to genetics! 

Mr. Weaver. This is exactly correct, sir. 


GENETIC EFFECTS OF BACKGROUND RADIATION 


Now the fact is that the human race has been subjected to radiation 
for countless thousands of years, long before man learned how to make 
any radiation. There are several natural sources of radiation. 

They are principally two in number, the radiation that comes down 
to us out of the skies, and the radiation that comes up to us from the 
earth and the rocks. These two have been bathing man with radix 
tion since the days when he presumably emerged out of the seas. Ther 
is no way one can escape this natural radiation, which is usually 
referred to as the natural background radiation. This backgroun 
radiation is measured in terms of a unit which is familiar to the rad 
ologist, and unfamiliar to the rest of us, which is called a roentget. 
Now, a roentgen is simply the unit in which you measure radiatio, 
just as you have to measure piece goods by the yard or beefsteak by 
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In terms of that unit, the background radiation which we are sub- 
‘ected to, here in the United States, is approximately 4.3 roentgens as 
an accumulated dose over the reproductive lifetime. This is larger 
insome parts of the world, it is a little larger for example, in some 
parts of Sweden but that is the approximate figure in the United 
States. 
THE BURDEN OF MUTATION 


Now, that background radiation has undoubtedly been causing 
mutations in man, and these mutations have, for the most part, indeed 
almost completely, been unfortunate to man. But he has learned to 
live with these for the most part. This constitutes a sort of genetic 
burden to which human society is, at the moment, adjusted. It may 
be you will say poorly adjusted, because some of this genetic burden 
reflects itself in the amount of mental disorder that we have in the 
yorld. Some of it reflects itself in various other physical and nervous 
handicaps. But ih any event, we can’t do anything about that. We 
ant eliminate that background radiation, and we have learned to 
tolerate and live with the amount of genetic handicap that results from 


Senator Pastore. Is that an established medical scientific fact, or 
isthat merely a theory, that it might have an effect on man’s mental 
capacity ¢ 

r. Weaver. I am hesitating, because when one normally says “this 
isan established scientific fact” that phraseology in the public mind 
usually carries with it a degree of certainty that the phrase actually 
does not deserve. I would not want to answer that question affirma- 
tively without any qualification. 

Senator Pastore. Let me put it this way in the negative. Is there 
apossibility that that may not be so? 

Mr. Weaver. I should say that the possibility was so remote that 
any well-informed human genticist would discard it without any ques- 
tion. This is, I believe, an accepted position in human genetics. 

Now, we have this burden of mutation, this genetic burden, which 
rsults from the background radiation of about 4.3 roentgens.2 Man 
has of late years been adding to that burden in various ways, as he has 
himself learned how to produce radiation. He has been adding radia- 
tion to an extent which we really were not very conscious of until 
reently, through the production of X-rays, and through their medical 
ise, 

We were really not very conscious of the fact that medical use of 
Lrays, so important, so necessary in the vast majority of cases, so 
desirable—do not misunderstand me—nevertheless did have some 
detrimental aspect. 





‘Mr. Weaver subsequently sent the following statement to the subcommittee: 

‘In the original report of the Genetics Committee of the National Academy of Sciences 

background dose was estimated at 4.3 roentgens and the average dose from diagnostic 
id therapeutic medical X-rays was estimated at about 3 roentgens. A large amount of 
additional data has now been analyzed, and the result has been to decrease the estimate of 

background dose to 3 roentgens, and to increase the estimate of the medical X-ray 
dose to about 4.5 roentgens. ‘The estimate for the sum of the two thus remains nearly 
unchanged. 


: “WARREN WEAVER. 
JaNvaRY 30, 1957.” 


*See footnote above. 
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At the present time the average citizen in the United States is ge. 
ting a lifetime accumulated dose of ie like 3 roentgens, ‘ 
little less than the natural background, from the medical use of X. 
rays. This points out that one should be careful about the use of X. 
rays; and the medical profession, since this report came out, is taking 
various steps to see that all unnecessary use of medical X-rays jg 
eliminated. 

Now, you will notice that I have now brought the radiation dog 
that the average person in the United States has to sustain up tog 
total of about 7.3 roentgens, 4.3 from natural background and about 
3 from medical X-rays.* 

The only other import: ant sources of radiation at the moment are 
those which may be impinging upon us in the future due to the devel. 
opment of nuclear power installations, and the radiation which jg 
impinging on us due to the fallout from the testing of atoniie weapons, 

There are other minor contributions, which it woul | not be worth 
your while to bother with. But of the two just mentioned, one has 
first of all to say that as regards radiation exposure from power in- 
stallations, that is a problem as yet in the future and as vet undefined, 
We simply do not know how much we are going to subject ourselves 
to through the development of nuclear power installations. 


DANGERS FROM RADIOACTIVE WASTE 


Senator Humpnrey. What about waste / 

Mr. Weaver. And from the problem of disposal of radioactive 
wastes. This second one becomes, of course, a particularly interesting 
and perplexing concern when we remember that we are suggesting 
asa Nation that we will furnish radioactive material to various coun 
tries, but that the processing of it will all occur in the United States 

This means, in effect, that we get all the garbage, and this isa 
matter which really has to be a matter of some considerable concern 
The phrase “There is no place to hide,” which has been used of later 
years in other connections, never had a mpre appropriate application 
than it does to the disposal of radioactive wastes. It is extremely 
difficult to think of any place to put these where they will not be 
harmful to man. You ean’t just go on dumping them in the oceans 
The total radioactivity of all sea water has already increas ced enough 
so that the increase is measurable. One talks about putting them 
deep in the earth and so on, but this is again a very difficult problem, 
and one that should give us concern. 

This, however, I say, isan undefined problem at the moment, becans 
we don’t know what we are going to do about nuclear power installe 
tions, except that I think it 1s reasonably clear that we are in for this 
I think it is extremely difficult for one to believe that this is a field 
which is not going to go on and develop in importance. 

Senator Humrurry. Is this a subject, Doctor, to which scientist 
all over the world, such as the British and the Russian scientists, and 
others are directing a good deal of attention? The reason I ask this 
question is that these new power installations, for example, in a small 
area such as the British Isles, must pose a very serious problem. 





8 See footnote, p. 1139. 
* See footnote, p. 1139. 
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Mr. Weaver. It poses an extremely serious problem for them, Sen- 
stor Humphrey, for two reasons: Because of their limited geography 
snd because nuclear power is so much more important to them than 
tisto us at the moment, due chiefly to their difficulties with obtaining 
wal and oil supplies. ae ere) 

And the answer to your original question is “Yes,” a great deal of 
attention is being paid to this. But this brings us, finally, to the 

int: How much radiation is man getting from the testing of nuclear 
weapons, and does this present an intolerable biological danger or 
iurden to himself and to his children ? 


BIOLOGICAL DANGER OF NUCLEAR-WEAPON TESTING 


Senator Humpnrey. Are we talking about the genetic effects? 

Mr. Weaver. We are talking about the genetic effects. 

Senator Ilumpurey. Not the pathological 

Mr. Weaver. Not the pathological effects. (However, I might just 
ay parenthetically that the pathological effects of fallout in the sense 
in which we are now using the word, the long-term planetary sense, 
the pathological effects appear to be limited largely to the strontium- 
problem.) Now, I wish I could give you a simple, honest, categori- 
al answer “ Yes” or “No” to the question I have just posed. 

Senator Humpnrey. So do we. 

Mr. Weaver. Unfortunately, this is not quite possible, and I would 
like to try to make clear to you a little of the difficulty. The total 
ndiation dose in terms of the 30-year accumulated dose to the repro- 
ductive organs of individuals in the United States from the fallout 
sulting from the testing of atomic weapons has been, up to the 
present time and assuming a continuing rate of testing of weapons 
qual to that which has obtained over the last 2 or 3 years, and assuming 
nimportant change in the size of weapons tested—these are, of course, 
ry important assumptions—that total accumulated lifetime dose is 
oly of the order of one-tenth of a roentgen, and it may perfectly 
well be smaller than that. 

It is not possible to give this figure with great precision. The ex- 
perts in the Atomic Energy Commission who have been measuring 
allout with a great deal of technical competence, and, I think, with 
complete social sensitivity as to the importance of their job, themselves 
meognize the fact that their measurements are certainly not reliable 
within a factor of 5, and may not be reliable within a factor of 10. 
They may be giving numbers which are 5 times too small or 5 times 
too big. 

This is in the nature of the thing, and of course, one recognizes that 
this dose is also going to differ from point to point as the winds and 
nins bring the material down a good deal at one point and less at 
other points. There is an inescapable fluctuation in this figure, which 
me cannot hope to get rid of. 

Senator Pasrorr. Would this mean that the lifetime absorption 
would rise from 4.3 to 4.4? 


GENETIC EFFECTS OF MANMADE RADIATION 


Mr. Weaver. Lifetime absorption of roentgens, if we maintain our 
present rate, would rise, in terms of manmade radiation, from 3 to 
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3.1, 3 being the medical figure. The total figure, including the bac. 
ground of 4.3, would increase from 7.3 to 7.4.° 

Senator Pastore. You said that the lifetime absorption of roy, 
gens, from natural sources, is 4.3, didn’t you say that ? 

Mr. Weaver. Correct. 

Seana Pastore. Now you say that man has put in the ate 
phere 

Mr. Weaver. Perhaps, sir, you are omitting for the moment th 
medical X-rays, which is a dose of 3 roentgens.°® 

Senator Pastore. Oh, I see. 

Mr. Weaver. Now, that is the man-made part, too, you see. §po jy 
terms of man-made radition, we would be increasing from 38 to 3) 
In terms of total we would be increasing from 7.3 to 7.4.7 Is that, 
satisfactory answer ? 


STUDIES OF THE BOMB CASUALTY COMMISSION AT HIROSHIMA 


Senator Pastore. That is clear to me now. Let me ask you anothe 
question. 

You say that we haven’t had much opportunity to measure sciep. 
tifically this genetic effect because you have been experimenting only 
upon plants and mammals. 

Now, we do have a medical establishment at Hiroshima where th 
bomb was dropped in August of 1945. This establishment is cop. 
ducting there precisely the tests on these lines that we are talki 
about. Have you any information as to what we have discovered, i 
anything, in these past years from the time that that was established! 

Mr. Weaver. Yes, our committee was fully informed concerning th 
facts in this study under the Bomb Casualty Commission, and th 
chief human geneticist in that study was a member of our committe, 

It will, perhaps, surprise you, sir, to be told that the total sampk 
of human individuals involved in that—excuse me for referring toi 
as an experiment—in that rather horrible experiment, the total nu» 
ber of individuals involved is not enough to give statistical firmnes 
to the conclusions. 

The results up to the present time do not indicate any important 
genetic element in the effect, but it is also true that the numbers ar 
such that if the effect were there, one wouldn’t expect to be able to 
recognize it. Yousee, these are two somewhat paradoxical statements 

Senator Pastore. That leads me to this question, then. Why ar 
we conducting this experiment if we have already predetermined no 
that the numbers are not enough, and the results are not significant! 
Why do we keep spending this money ? 

Mr. Weaver. Because there are a good many other importall 
things that are being learned in this experiment. The pathologic 
side of this experiment has been invaluable, and as we follow it fa 
a longer number of years, the genetic side of it will be more importall, 
so it is thoroughly worthwhile to do, from a scientific point of view 


5 See footnote, p. 1139. 
® See footnote, p. 1139. 
7 See footnote, p. 1139. 
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SHOULD TESTING OF ATOMIC WEAPONS CONTINUE? 


Now, I would like just briefly to sum up the final conclusion insofar 
as one can reasonably make a conclusion. 

If mankind is already sustaining something like 7.3 roentgens of 
radiation, and you propose to add to this only something of the order 
of one-tenth of a roentgen, is this something which should worry us? 
Js this something which should deter us from the testing of atomic 
weapons? Should we say that this is completely unimportant and 
harmless, or should we be disturbed about it ? 

Now, I wish to suggest to you that almost any one of these view- 

ints can be independently sustained. It all depends on what kind 
of considerations impress one. Let me make this quite clear. Are 
you chiefly impressed by a relative number or by an absolute number? 
The relative increase in the risk due to the testing of atomic weapons 
jssmall. It is very small, and from that point of view a great many 
honest, sincere, reliable servants of our Government have judged it to 
be negligible and have so stated. I have no criticism of their sin- 
cerity and of their patriotism when they have said this is a completely 
negligible effect. I do think that it has been a little unfortunate for 
them to refer to this as harmless, because it is not harmless. 


PERCENTAGE OF BABIES NOW BORN WITH GENETIC HANDICAPS 


One can in fact reckon up, in various ways, what harm one does 
genetically to the entire world by the radiation that comes from the 
testing of atomic weapons, and let me cite just one such estimate. Of 
all of the babies that are born, something like 4 percent have some 
major handicap, either at birth or very soon after birth, of the type 
that is normally called by a doctor a congenital malformation, some 
serious mental defect, epilepsy, some defect in the anatomy of the 
child, some defect in hearing or in sight, some major defect—a little 
over 4 percent actually of all babies born do have such pitiful and 
substantial handicaps at birth. 

One supposes that about half of this total is due to genetic causes. 
The other half is due to birth accidents and to various unfortunate 
circumstances during the period of gestation. But it is reasonable 
to assume that about half, in other words, about 2 percent of these, 
are genetic in origin. The presumption is, reverting to your earlier 
question, Senator, that this is part of the genetic burden which the 
race just bears because of this inescapable radiation which is flood- 
ing us. 

Now, if you propose to add to that number of babies, let’s say, 
only one part in 5,000 more, many people will say, “Well, 1 divided 
by 5,000 is a very small fraction. If I am increasing the risk for 
my children by only 1 part in 5,000, I don’t think I will worry very 
much about that, or that anybody else ought to.” 


DAMAGE TO THE RACE PROPORTIONATE TO RISE IN RADIOACTIVITY 


But, you see, if you apply that factor to a very large number of 
births, it nevertheless turns out that a substantial number of addi- 
tional babies are going to be handicapped. This figure actually 
reckons out, for the planet as a whole, something of the order of 6,000 


87319-—57— pt. 12——-4 
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of the babies that will be born to all the people now alive. “A1l of the 
people now alive” are really the people we are talking to today, 
If you consider al} the babies that they are going to have, the fallout 
from the testing of atomic weapons will probably add about 6,000 
additional handicapped babies to that number. 

Senator Pastore. You mean this 1 percent that you are talking 
about ? 

Mr. Weaver. Oh, it is far less than 1 percent. 

Senator Pastore. No; I mean this one-tenth of 1 percent. 

Mr. Weaver. Yes, exactly, 

Now, what impresses you, sir? If you lined up those 6,000 hand. 
capped babies, we would all be deeply moved by this. On the other 
hand, in terms of the total number of babies that are going to be born 
to the people now alive, this is an extraordinarily small fraction, 

Senator Pastore. Now, let me ask you this question : 

Let’s assume over an equivalent period of time with the same quan- 
tity of testing, you bring this figure up from one-tenth of 1 percent 
to two-tenths of 1 percent ? 

Mr. Weaver. You would double that number. 

Senator Pastors. You would double that number, or would the 
mathematics be any different ? 

Mr. Weaver. No; you would just double the number. 

Senator Pastorr. You would just double the 6,000 to 12,000? 

Mr. Weaver. It is a straight proportionality. If vou double the 

radiation, you double the mutations, you double the harm. 

Senator Pasrorr. Don’t you double the harm in the mutation of 
that one body? 

Mr. Weaver. No, sir. 

Senator Pastore. That is the point I want to clear for the record, 

Mr. Weaver. No. 

Senator Pasrorr. You merely double the number of people who 
will be injured. You don’t double the seriousness of the mutation! 

Mr. Weaver. No. You double the number of mutants, which is 
to say, you double the number of people affected. You do not double 
the harm in the people affected. 

Senator Humrpnrey. It is a straight arithmetical proportion, in 
other words. 

Mr. Weaver. Straight mathematical proportion ; yes. 

Senator Pastore. Now, what is the cumulative effect of continued 
testing? Does the earth ‘absorb it? What about the half life? Or 
is there an accumulation so that if this progresses even at an accelerated 
degree, with more nations participating, does this then become pro- 
gressively worse until we get to a real danger point? Now what 
have you to say on that? 

Mr. Weaver. The figures which I have stated to you are all based 
on a recognition of the half lives of the various types of radioactive 
isotopes which are affected, and they are all based upon continuing 
the rate of testing at the present rate. 

Senator Humrurey. United States testing? 


LONG- AND SHORT-RANGE VIEWS OF GENETICISTS 


Mr. Weaver. No; all testing at the present rate. If this is in- 
creased, then this danger slowly picks up. The fact that it slowly 
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icks up leads to a second sort of paradox which often makes it very 
jificult for people to understand each other in this field, and makes 
it easy for sincere people to disagree. ‘The present question is, what 
really affects you, something that is going to happen to your children 
or something that is going to happen 50 generations from now? 

Now there are some individuals who, perfectly understandably, say, 
“Fifty generations from now? I am sorry, I can’t get concerned 
about this. The whole intellectual history of the race is that we 
jarn how to take hold of our problems. It is difficult enough to 
lay short-range god in this business, and I can’t play long-range 
od. Don’t argue with me about what is going to happen 50 gen- 
erations from now. I am worried about my children and perhaps 
my grandchildren, but that is as far as my worry can penetrate.” 

Now, that is a perfectly understandable point of view, which I 
think anyone has to respect. There are geneticists that take this 
point of view. iY 
On the other hand, there are some exceedingly able geneticists who 
feel that we simply do not have a moral obligation that is probably 
greater than our obligation to maintain the genetic purity of our race, 
and they are worrying about not 1 generation or 2 generations, but 
§0 generations or 100 generations. 


DISAGREEMENT OF GENETICISTS 


Now, I mention this because this explains, in part at least, why you 
read in the papers about the geneticists disagreeing. I think all of us 
ordinary individuals are confused by the geneticists disagreeing. 
They are supposed to be the experts in this matter, and if they disagree, 


what are we to conclude? 

Well, a good deal of their disagreement results from these two para- 
doxes that I have mentioned, the paradox of numbers and the paradox 
of time, whether you are influenced by a very small ratio or whether 
you are influenced by an absolute amount of harm, whether you are 
concerned with your immediate children or whether you are concerned 
with the long generations. 

Now, I will come as near as I can to answering the central question. 
It is certainly true that the genetic danger from the fallout resulting 
from the testing of atomic weapons up to the present time has borne a 
very small relationship to the total amount of radiation danger that 
the race has been subjected to, a very small fraction. 

Therefore, I can understand completely why those responsible for 
the defense of our country will say, “This is a danger which I think 
we have to run, this is a risk which I think we have to run.” 

But I do not think it is fair to the people of the United States or the 
people of the world to give them the impression that there is no danger 
involved in this, for there is. 

But weigh that danger against other dangers. If you asked me as 
asingle citizen whether I would choose the genetic risk from fallout 
rather than the risk from stopping testing, I would answer “Yes.” 
I think we have to run the fallout risk at the present moment. But 
Ido not think it is fair to anybody to say that fallout is harmless. It 
is not harmless. 
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DANGERS FROM CARBON MONOXIDE GAS 


Senator Pasrore. Can you relate this in any way to the natur] 
inhalation of monoxide gases from the exhaust pipes of automobiles! 
In a genetic sense do the natural gases that we absorb over time harp 
us to the extent of the harm done by radiation that you have jug 
pointed out? 

Is there any relationship scientifically now? Do we suffer mor 
harm through radiation or as much harm in, let’s say, the existence of 
the automobile in comparison to radiation? Could we hear you 
opinion on that? 

Mr. Weaver. This is, of course, the kind of illumination that one 
gropes for in this problem, because whenever one decides whether he 
is going to run a risk, he wants to try to balance it against some other 
risk that he can perhaps understand a little better, and this is a very 
natural thing. : 

I am afraid that the answer to this specific question is that the rela- 
tionship between these two is largely one of contrast rather than simi- 
larity. When one breathes noxious or a partly toxic gas, that may 
have some temporary unfortunate effect on him. In fact, it may be 
more than temporary. It may result in the death of that individual, 
But when one drinks milk or eats cheese—I am glad Senator Wiley 
has left— 


EFFECTS OF STRONTIUM-—90 FALLOUT 


Senator Humpurey. Don’t forget I am from Minnesota; but go 
ahead, I will still listen. 
Mr. Weaver. You see, I was born in Wisconsin, also, so I am quite 


conscious of the dairy interests. When strontium-—90 falls on the 
earth, the cycle through which it gets into human beings is largely 
a matter of going into the grasses, being eaten by cows, going into 
dairy products, and then going into man. And when this material 
goes into man, strontium, since it is chemically very like calcium, gets 
built into the skeleton. 

Now this is a very unhappy fact, because it gets more or less perma- 
nently built into the skeleton and it is a long-lived isotope. So, un- 
fortunately, that means that we are in the process of building into 
people, permanently inside of them, a source of radiation. If we get 
this up to dangerous levels, this would be a very bad thing. We are 
not up to dangerous levels at the present. time. 

Senator Humeurey. What about pathologically ? 

Mr. Weaver. Pardon me? 

Senator Pastore. That is the question I was going to ask. Are 
you speaking now on the pathology of the subject or the genetics! 

Mr. Weaver. I am speaking at this moment primarily on the 
pathology, because the strontium—90, being distributed in the skeleton, 
the dose to the reproductive organs is very small and therefore the 
genetic effect of this is very small. Also, it happens that the particu 
lar kind of radiation that results from strontium—90 is not a very 
penetrating radiation and, therefore, genetically it is not so important, 

But in terms of inducing lukemia, in terms of the possible inducing 
of other forms of cancer such as bone cancer, this is a serious problem, 
of course. 
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Senator Pastore. In other words, are you saying really that insofar 
as the genetic part of it is concerned, you have to have out-and-out 
exposure to the fallout; I mean, with relation to this one-tenth of 1 
percent # 5 

Mr. Weaver. Yes; exactly. 

Senator Pastore. In other words, the fishermen who were exposed 
in the area of Eniwetok—and incidentally, I was in Tokyo the day 
that story broke, and I thought the heavens had opened up; the people 
were very frightened, and that is understandable—you are saying that 
there you do not have a genetic problem, insofar as eating vegetation 
out of the earth that has been contaminated with strontium-90; you 
don’t have such a genetic problem. You havea pathological problem ? 

Mr. Weaver. That is correct. 


GENETIC AND PATHOLOGICAL DAMAGE COMMONLY CONFUSED 


Senator Humpurey. But has there not been, Doctor, a good deal of 
enfusion over these two areas, one the genetic and the pathological 
elects relating to the direct fallout to which Senator Pastore has 
alluded, and also the strontium-90 which may come up through the 
gil and through the dairy products into man, and so forth? 

Mr. Weaver. There has indeed, Senator Humphrey, and I regret 
very deeply that there has been a great deal of general confusion about 
this. I feel this so strongly because I think it has affected the under- 
standing and appreciation of the general public to the position of the 
sientists in this matter. Since my own life is dedicated to science, 
Ideeply regret the confusions that have come in. 

Senator Humphrey, I am essentially done with the statement I 
wish tomake. Are there any further questions? 

Senator Humpurey. First of all, I want to tell you it has been 
very interesting for those of us that are laymen in this area. Senator 
Pastore is on the Joint Committee on Atomic Energy, and has 
information that we ordinary citizens don’t have here. He has fol- 
lowed this very closely. 

Ido have 1 or 2 general questions that I want to ask you, but I am 
going to yield first to Senator Pastore, if he has further questions. 

Senator Pastore. No. I merely compliment the doctor. It has 
been a very, very interesting three-quarters of an hour. 


BFFECTS OF MULTIPLE EXPLOSIONS OF NUCLEAR WEAPONS 


Senator Humpurey. Doctor, I wonder if you could elaborate for us 
othe following statement contained in the Report of the Biological 
Effects of Atomic Radiation. I quote from it: 


That a single thermonuclear weapon can cause severe radiation damage hun- 
dreds of miles beyond its area of immediate devastation is all too well known. 
That enough such weapons exploded in an all-out war might render the entire 
earth or large parts of it, uninhabitable is at least conceivable. 

The actual results would depend on the number, the types, and the location 
of the explosions that actually took place. 


_In view of that statement, can you say whether any attempt is be- 
ing made to correlate the study of genetic and pathological effects of 
atomic radiation with the knowledge of weapons experts ? 
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Mr. Weaver. I think the major attempt to carry out such corre]. 
tion—and I think it is a very considerable and very competent at. 
tempt—occurs through the Division of Biology and Medicine of the 
Atomic Energy Commission, which has been sensitive to this problem 
from the beginning, which has had men of high competence and, | 
think, men of complete integrity and patriotism associated with it, 

The question as to whether you could explode enough atomic 
weapons to make large portions of the earth uninhabitable, this ig, of 
course, in the first instance, a matter of pathology, not of genetics, 

At the present moment one knows roughly the order of magnitude of 
the dose, of the radiation dose, that comes from the explosion of q 
single major megaton range thermonuclear weapon. This is of the 
general order of from two-thousandths of a roentgen to eight- 
thousandths of a roentgen. You will not be surprised that one has to 
state a range. It is almost surely less than eight-thousandths of g 
roentgen and maybe as small as two-thousandths of a roentgen. 

You can multiply that up, anyone can multiply that up, himself, 
It turns out that one would have to detonate something of the order of 
500 to 2,000, depending on which of those 2 former figures are used, 
something between 500 and 2,000 such weapons to bring the radiation 
dose due to them up to the level of the natural background. Noy, 
presumably, man would still go on surviving, even if the natural 
background were doubled. But he would certainly be under a major 
genetic handicap. 


EFFECT OF TESTS IN THE BIKINI AREA 


Senator Pastore. Doctor, we had a situation in the Bikini Island 
area, I think there were some natives on Rongerik or Utirik at the 
time of these explosions, that were moved to Kwajalein. They had 
been exposed. I understand a gust of wind took some direction that 
wasn’t calculated. Now, in that instance could there be a situation 
where people would be genetically damaged and not pathologically 
damaged? Does it work the other way ? 

Mr. Weaver. Oh, surely. 

Senator Pastore. It does? 

Mr. Weaver. Surely. 

Senator Pasrore. In other words, you would have no pathological 
effect but you could have a genetic effect ? 

Mr. Weaver. Yes, indeed; for several reasons. Of course the gen- 
eral range of dose which is pathologically significant is larger than 
the range of dose which is genetically significant. A dose of 5M 
roentgens, for example, is about the 50 percent dose, that is, in the 
sense that about half the people will die if they get 500 roentgens 
At 700 roentgens you get almost complete mortality. If you get dow 
to 200 roentgens, you have almost complete casualty, but relatively 
small numbers of mortality. Now, you get this down to 50 roentgens 
and you might have very unpleasant pathological effects: nausea, 
diarrhea, loss of hair, temporary sterility, and so forth, but, for the 
most part, recovery from it. But you see, for a much lower dos 
than that you have significant genetic effect. 





orrelg- 
ent at. 
of the 
roblem 
and, | 
th it, 
atomic 
is is, of 
etics, 
‘tude of 
on of a 
: of the 
| eight. 
e has to 
hs of a 
mn. 
himself, 
order of 
re used, 
idiation 
Now, 
natural 
a major 


i Island 
k at the 
hey had 
ion that 
situation 
logically 


ological 


the gen- 
ger than 
e of 500 
s, in the 
vent gens, 
vet down 
elatively 
oentgens 
; Nausea, 
., for the 
wer dose 


CONTROL AND REDUCTION OF ARMAMENTS 1149 


PATHOLOGICAL EFFECTS OF STRONTIUM—90 POLLUTION 


Senator Pastore. Now, on an earlier question you brought out the 
pathological effect of eating the vegetation directly from plant life 
that has been contaminated, growing out of soil which was con- 
taminated by strontium-90. 

Now, let’s assume that beef cattle eat that vegetation and then you 
eat the beef cattle. Is it the same; is it less; or what is the situation 
pathologically ? 

Mr. Weaver. Senator, I am not sure about the answer to that. I 
have the distinct impression that a considerable amount of radio- 
active material goes actually into the milk rather than into the flesh 
but, actually, I am not sure of the answer to this. 

Senator Humpurey. Doctor, the report of your committee in dis- 
essing the radioactive hazards of nuclear-test explosions uses the 
qualifying phrase “if weapons testing were continued at the present 
rate. 

Would you agree that we have no assurance that the rate of nuclear- 
test explosions will not increase as other nations seek to develop their 
own nuclear weapons? In other words, we could expect an increase; 
ig that correct ? 

Mr. Weaver. Well, in terms of the intellectual history of the race, 
Ishould say that it was inevitable that it would increase. 

Senator Huompnrey. Therefore, the calculations that would be made 
oa whatever area this would be, genetically or pathologically, the 
mdioactivity would have to be updated according to the increased 
tests. 

Mr. Weaver. That is correct. 

Senator Humpnurey. We constantly associate this radioactivity 
problem to tests. Is it not true that just a broader use of fissionable 
material or of nuclear materials may also have a tendency for—I 
use the word “pollution”—air pollution, ground pollution ? 

Mr. Weaver. You are quite correct. 


BRITISH STUDIES ON STRONTIUM—90 


Senator Humenrey. Now, the report of the Medical Research Coun- 
til in England, released in June 1956, contained this passage on 
page 79: 

So far as radioactive fallout may affect the individual, we believe that imme- 
diate consideration would be required if the concentration of radioactive stron- 
tum bone showed signs of rising greatly beyond that corresponding to one- 
hundredth of the maximum permissible occupational level. 

I wonder if you could comment for us on how this passage from the 
British report compares with your own conclusions. 

Mr. Weaver. The British group, on the whole, did a more detailed 
- of research on the strontium-90 problem than we did. They 
ave good reason to be more concerned with it than we have. As I 
suppose you are doubtless familiar, there have actually been examples 
disheep in England, some from Wales and some from up in Scotland, 
vhere the strontium content of the bones of these sheep had already 
tached practically a dangerous level. 
prenior Humpurey. I was going to ask you about that. I read 
about it. 
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Mr. Weaver. This results from the rather curious fact that the aregs | a 
in which these sheep graze are low-calcium areas in the soil, and sing | ® 
strontium plays almost exactly the same role chemically that calcium 
does, if you get where there is relatively little calcium, then the ratio | a 
of strontium to calcium goes up, and these sheep tend to build stron. | 
tium into their skeletons, rather than calcium. ha 

Well, the British did a more detailed and a better job on the stron. th 
tium than we did. We are now doing a better job on the strontium, | & 
Dr. Shields Warren’s committee has gone back at this strontium prob. 
lem, and the Genetics Committee has gone back at the strontium | tia 
problem, so we are now doing a more detailed job on the strontium | I[¢ 
problem than we did before. fal 

‘ 
GAP NARROWING BETWEEN TOLERANCE AND CONCENTRATION yo 
hi 

But in the meantime, one has to say this: That the limit which one i 
puts down as being tolerable and the concentrations which one finds, | effe 
unfortunately are moving toward each other. The limit which one | wa 
accepts as tolerable tends to decrease, and the concentration which we ] 
actually find existing, tends to increase. 

Senator Humpurey. The gap is narrowing, then? 5 

Mr. Weaver. The gap is narrowing. Now, we still have a reason- : 
able gap, but it is perfectly clear a gap that science and society have s 
to look at with a very jaundiced eye. mit 

Senator Humpurey. Doctor, are these research studies to which we | {0 
referred here being in any way correlated or coordinated through the [| At 
United Nations in any of its activities? gov 

Mr. Weaver. All of this material is being made available promptly ) 
to the Committee on Radiation in the United Nations. "| gov 

Senator Humpurey. So that all countries that are cooperating | ' 
through the U. N. on this are supposedly trying to pool their scientific | id 
information ¢ mat 

Mr. Weaver. That’s correct. T 

Senator Humpnrey. I have a quotation here from the Washington | thei 
Post of October 26, 1956. This was during the heated controversy S 
over matters relating to radiation, on which all politicians become | 20W 
experts. Teco 

Mr. Weaver. I was very happy to be in Africa during that period. 

Senator Pastore. I was going to ask you that question. I wasn’t | “LL 
going to ask for the position you took; I was going to leave that up to 
you, but you never ventured a position; did you? — A 

Mr. Weaver. Pardon me? eHpO 

Senator Pasrore. Did you ever take a position ? ndi 

Mr. Weaver. No; fortunately, I was out of the country the whole the } 
time. mad 

Senator Pastore. You would be surprised to know how much mor that 
powerful your testimony becomes because of that. Nc 

Senator Humrurey. There was a letter by A. H. Sturtevant, a mem- pend 
ber of your committee, which appeared in the Washington Post o ite 
October 26, as I said,and I quote. This is from the letter, and I donot | * ton 
believe it is out of context: : - 

Since the committee reported, Commissioner Libby has indicated that the | © if 
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available to the committee led us to suppose. For this reason, our conclusions 
about the danger from fallout need revision upward. 

Would you agree with Dr. Sturtevant or would you care to make 
any elaboration on that statement ? bon 

r. Weaver. Dr. Sturtevant is an exceedingly able geneticist who 

has a very active social conscience about this matter. He is one of 
the ones who feels that we have to look ata long-term problem. He is 
exceedingly patriotic and sincere in his attitude. 

Ido not think that the new information about strontium—90 essen- 
tially affects any of the conclusions with respect to genetic danger. 
[do think that it affects conclusions with respect to pathological dan- 


I. 
MGenator Humruerey. Interestingly enough, Doctor—I want to thank 
you, by the way, for your reply—all during this heated discussion on 
this matter in the month of October, I don’t think there was really 
in the public’s mind any differentiation between the pathological 
efects and the genetic effects. The public just knew that something 
yas happening that wasn’t good. 

Mr. Weaver. Yes. 


SOURCES OF INFORMATION OF NATIONAL ACADEMY OF SCIENCES STUDY 


Senator Humrurey. Just as a point of information for this com- 
mittee, did your committee, in studying the hazards of atomic radia- 
tion and all that this implies, get all of its information from the 
Atomic Energy Commission, or did you feel free to go into non- 
governmental sources, private research sources, and so forth ? 

Mr. Weaver. We got a great deal of our information from non- 
governmental sources. You see, actually this committee contains a 
very large fraction of the active research geneticists of the country, 
md from their own direct experiences in research, a great deal of 
material was available. 

The Atomic Energy Commission, on the other hand, made all of 
thir information available to us completely and freely. 

Senator Humpurey. The reason I asked that question and the one 
now, is that I think it is very important for the public and for the 
reord that the status of your committee be clearly established. 


COLLABORATION WITH THE UNITED STATES ATOMIC ENERGY COMMISSION 


As you know, there was all this pro and con argument relating to the 
rport of the National Academy of Sciences on the effect of atomic 
ndiation, and the question was asked as to the authority for assuring 
the public about testing of nuclear weapons. There were statements 
made that it was an independent scientific body, and that the study 
that you were conducting was an independent study. 

Now, my question is, Will you clarify the point for us as to the inde- 
pendence of your committee from the Government? In other words, 
Were you restrained or restricted in any way by your reference to the 
Atomic Energy Commission or your coordination with it, or was this 
in independent study wherein you could make your findings and seek 
jour information at will ? 

Mr. Weaver. This, Senator Humphrey, goes back to the essential 
kgal and charter position of the National Academy of Sciences which 
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was created as the major source to which the Government might typ 
for information or advice, but which has always been a nongover. 
mental agency, or at the very most, a quasi-governmental ageney, 

I think you will find it listed in some governmental directories alon 
with the Red Cross, bracketed with the Red Cross as a quasi-goverp. 
mental agency. But the fact is that the NationalAcademy of Sciencs 
has always most jealously maintained its essential independence anj 
freedom as an intellectual group. 

Senator Pastore. Doctor, where is most of this research work done! 

Mr. Weaver. In the field of genetics? 

Senator Pastore. When I say “most,” I mean where is the researgh 
being done? 

Mr. Weaver. Well, there are big, substantial centers of research jp 
genetics at California Institute of Technology, at Columbia Unive 
sity, at Bar Harbor under Dr. Little, at the University of Indiana, 

I have mentioned 4 or 5 of the largest ones, but there is lots mop 
important work in all of the university laboratories of the country, 
And then there is a substantial amount that is being carried out unde 
the auspices and/or with the support of the Atomic Energy Comnis 
sion, particularly down at Oak Ridge where a great deal of research 
on mammalian genetics is being done under the AEC. 

Senator Humpurey. The foreword to your study noted that fina 
cial support of the Academy study of the biological effects of atomir 
radiation is provided by the Rockefeller Foundation. 

Mr. Weaver. That is correct. 

Senator Humpurey. In other words, your study was in conjunction 
with the AEC, but the autonomy of the Academy and your com 
mittee was clearly established as nongovernmental ? 

Mr. Weaver. I think it is even misleading, Senator Humphrey, to 
say that it was done in conjunction with the AEC. It was really 
done with complete scientific independence. The Atomic Energy Com 
mission simply collaborated in a very friendly way to give us any- 
thing we asked them for, but in the same sense that we would go over 
to a genetics laboratory in Cold Spring Harbor and ask them for 
information. 


DOWNWARD REVISION OF ESTIMATES IN REPORT EXPLAINED 


Senator Humpurey. I want to get this in the record, because! 
think the only way to dissipate a certain amount of rumor and mis 
information is to get the truth in the printed word. 

Dr. Weaver, a very crucial passage in the study of your committe 
was revised subsequent to its printing. By the way, I have a copy 
of the study here. I believe it was done by revision being pasted over 
the report as it was originally printed on page 22. 

The change revised downward the estimates of the 30-year radio 
active fallout that residents of the United States would receive if 
weapons testings were continued at the same rate as over the pas 
5 years. The question is, did new scientific evidence come to yoll 
attention just before the report was released to the public that war 
ranted this downward revision ? 

Mr. Weaver. This is exactly correct. The Atomic Energy Com 
mission, through a group which has their headquarters in New York 
City, had been carrying out a very large study of fallout, and whe 
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ye went to them first, they gave us the best preliminary information 
hat they had. 

But they concluded one important phase of their study just before 
ye finished our report, and they told us that this actually involved a 
modification of the figures they had given to us before. So there 
yas new scientific evidence of considerable magnitude just before we 
fpished the report. ‘2 

Senator Humpurey. And the revisions were made in accordance 
with that new finding. Was the minimization of the dangers of 
mclear tests made at the behest of the Atomic Energy Commission 
gany other governmental official ? 

Mr. Weaver. No one made any move whatsoever to influence our 
deliberations. 

Senator Humpurey. I hope you understand that I am not in any 
my questioning the integrity of your opinion. 

Mr. Weaver. You wanted this in the record. 

Senator Humpurey. I am merely asking these questions because I 
think you know there was a lot of talk, and I think some of it was 
nther unfounded, and therefore, it ought to be clarified. 

Mr. Weaver. Surely. 


ACCURACY OF NEWS STORIES CONCERNING THE REPORT QUESTIONED 


Senator Humrurey. To pursue this question a bit further, I won- 
dr if you would care to comment on the following report contained 
manews story in the Washington Post on October 29, 1956: 


Scientists declare that the Atomic Energy Commission succeeded in “soften- 
ing” findings to this effect (that more super bomb tests explosions could gravely 
menace the health of today’s adults and children) in the National Academy of 
iences radiation report last June. They add that subsequent official populari- 
tutions of that report have minimized, or even deliberately distorted, its menac- 
ig implications. 

Some of the critics making this point are actually signers of the report. 
fereral say they never saw the final draft. One claims his suggestions for 
stronger warning language were ignored. 


Iguess that is putting it right on the line, Doctor, but I know that 
yucan handle this, and I would like to hear your observations. 

Mr. Weaver. First of all, I can state quite categorically that it is 
neorrect that anybody signed this report without reading every word 
tit. Every member of the committee saw every single word of the 
rport in its final form before he signed it.® 


‘Mr. Weaver subsequently sent the following statement to the subcommittee: 


“When the National Academy of Sciences issued, in June 1956, various statements con- 
ming the possible biological dangers from radiation, these were assembled in two different 
torts, One of these, which will be referred to as the ‘green report’ since it was issued 
wth a partly green cover, consisted of the actual reports, as made by the various com- 
aittes and as signed by the various scientists who composed the committees. This green 
mort bore the title ‘Summary Reports.’ 

‘The other report, which will be referred to as the ‘red report,’ has a partly red cover 
ii bears the title ‘A Report to the Public.’ This second report was not prepared by the 
tientists themselves, but, at least in its original drafts, by an experienced science writer, 
Wking from the statements as printed in the green report. This red report was, to the 

of my knowledge, not submitted in detail to the individual scientists composing the 
(mmittees. The red report was approved by a group which consisted of the chairmen of 
the various committees and the relevant officers of the National Academy of Sciences. 

‘The statement, as made in my testimony above, that all the members of the Genetics 
Committee saw all of the Genetics Report which they signed refers, quite naturally, to 

teport which they did sign, namely, the genetics portion of green report. 


a “WARREN WEAVER. 
TaNvaRy 30, 1957.” 
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Let me interrupt myself. It is inevitable that these 18 geneticists 
with varying points of view relative to the two paradoxes that I hay 
spoken of earlier, would not each single one have come to precisely 
the same conclusion in the matter. ; 

They did, however, come to a conclusion that they were all willin 
to sign unanimously. There were members of the group who voll 
have liked to have had more emphasis on the possible dangers from 
the fallout, due to the testing of weapons. These are the individuak 
who, on the one hand, feel it necessary to look further into the futur, 
and these are the individuals who are impressed by absolute numbers 
rather than by relative numbers. 

After the report came out, then, of course, one can say—and this 
was said—“*Well, a tenth of a roentgen, what is that? Obviously the 
National Academy report indicated that this isn’t very dangerous.” 

Well, at that moment a very sensitive member of the committee who 
signed it begins to regret a little bit that it wasn’t a little stronger op 
this point. But this news story is, I would have to say, an unfortunate 
story, and does not with anything approximating complete accuracy 
reflect what happened. 

Senator Humpurey. Thank you very much, Dr. Weaver. I men. 
tioned to you earlier the United Nations study. I asked you a question 
about it. Obviously, you are very familiar with the work of that 
committee. 

Mr. Weaver. Yes. 

Senator Humpurey. Can you say, Doctor, whether the committe 
is limited to receiving information supplied only by governments, 
since the scientists on the committee are appointed by governments, 
or can it receive information relevant to its study from any soure 
that it deems advisable? 

Mr. Weaver. From any source whatsoever ¢ 

Senator Humpurey. From any source whatsoever. So, in other 
words, in some areas of the world where government exercises a little 
more control over individuals than it does right here, or in the free 
countries, that those scientists on the committee can do independent 
research or utilize sources of information independent of Gover: 
ment sources; is that correct? 

Mr. Weaver. That is correct. 

Senator Humpurey. I have no more questions, and I can only 
express to you my personal thanks and the thanks of the subcommitte 
for your attendance here today, Doctor, and your willingness to shan 
your observations with us, and to thank you again for the fine test: 
mony which we have received. 

We will reconvene tomorrow at 10 o’clock. 

(Whereupon, at 1 p. m., the subcommittee adjourned to reconvene 
at 10 a.m., Thursday, January 17, 1957.) 
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THURSDAY, JANUARY 17, 1957 


Unrrep States SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
SUBCOMMITTEE ON DISARMAMENT, _ 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10:05 a. m., in the 
caucus room, Senate Office Building, Senator Hubert H. Humphrey 
(chairman of the subcommittee) presiding. 
Present : Senators Humphrey, Pastore, and Wiley. 


OPENING REMARKS OF THE CHAIRMAN 


Senator Humrurey. We will open the hearing this morning with 
the first witness, who is Mr. John C. Elliott, the former Director of 
the Office of Munitions Control, Department of State. 

We are going to continue to hear witnesses on some of the technical 
problems of disarmament, and we also have testimony on the economic 
mplications of a reduction in armaments. 

Two of the witnesses whom we had hoped to have with us, Mr. 
(Charles Wilson and Mr. Trevor Gardner, will be unable to meet with 
us. However, Mr. Elliott is here, and he has had considerable ex- 
perience in dealing with the problem of arms traffic beginning with 
his work as a munitions control officer, and later as the Assistant and 
Acting Chief of the Division of International Security Affairs, and 
the Executive Secretary of the National Munitions Control Board. 

Mr. Elliott has also served the Government as an adviser to the 
United States representative to the United Nations Commissions on 
Atomic Energy and Conventional Armaments, and as Executive 
Seretary of the Inter-Departmental Committee on Armaments 
Regulation. 


Mr. Elliott is now in private business as president of the firm of 
Robert Schasseur & Co., Inc. 


RELATIONSHIP OF MUNITIONS CONTROL TO DISARMAMENT 


Mr. Elliott has been invited by the subcommittee to advise it pri- 
marily on the problems of control of munitions as it relates to the 
control and reduction of armaments. I believe that his experience 
can be of assistance to this subcommittee in determining how the 
control of munitions will fit into a comprehensive disarmament agree- 
ment, and whether the regulation of arms traffic can be broadened and 
perhaps contribute to a first step in the control of armaments, apart 
from an overall disarmament agreement. 

I believe that his testimony can also be beneficial from the stand- 
pont of inquiring whether present controls and policies on munitions 
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control are adequate or inadequate, and therefore whether they shoulg 
be strengthened as a means of promoting world peace. 

Before I ask Mr. Elliott for his opening remarks I would like tp 
read into the record a passage from an article in the Department of 
State Bulletin by another former Director of the Office of Munitions 
Control, Mr. Belton Bryan. This excerpt provides an excellent intyo. 
duction to this subject, and emphasizes the importance of the relation. 
ship of munitions control to disarmament. I quote from that article: 

The effectiveness of any disarmament agreement is entirely dependent on the 
cooperation of the great powers. Although the operation of munitions-contrg 
measures is not necessarily dependent on parallel action by other nations, thejp 
effectiveness is strengthened as the area of coverage is expanded by internationg} 
cooperation. National measures of munitions control, which at present consti. 
tute the only type of such control, would in the event of the future establishment 
of international disarmament supplement the function of disarmament contro 
through national action. The techniques developed to aid in the administration 
of munitions control can be expected eventually to serve as the guideposts for 
international disarmament at such time as an international accord is reached 
on this important project. 

Mr. Elliott, with that as a sort of rhetorical hors d’oeuvre, you can 
go ahead with the main course now and give us your views. 

Senator Witey. Mr. Chairman, may I ask just one question? 

Senator Humpurey. Yes. 

Senator Wixry. I thought that last quotation was very significant, 
and I would like to ask the witness something that came to my mind 
when I heard you read it. 

I have noticed lately there have been a number of newspaper com- 
ments and statements to the effect that they are anticipating that 


uranium will become very common. Is there anything to that? 
Mr. Exxiorr. I am not prepared to speak as to that, Senator. | 
have heard that the number of new deposits is increasing. 


POSSIBLE MISUSE OF FISSIONABLE MATERIAL 


Senator Wirry. Also, new methods and means of obtaining it are 
being found. I thought if that is true, and uranium seems to be the 
very basis of all these modern weapons, there is a problem right then 
and there. It was pretty clearly shown recently, I think, in on 
of these hearings, that you could lend this fissionable material or give 
it away for other than war purposes, but anyone who received it could 
very easily convert it into war purposes. Is that correct ? 

Mr. Exuiorr. Sometimes you have to look at the problem of contra 
from the standpoint of the end use of the item rather than the natur 
of the item. In other cases, the control of the traffic in dangerous 
items stems from the basic character of the items themselves. | 
would think that uranium would be one of the materials which you 
would want always to control, by reason of the nature of the item 
itself, regardless of what is supposed to be the purpose of the ship 
ment. 

Senator Wixry. I am glad to get that reaction. 

The other comment I read was that this fissionable material, o 
uranium, apparently was like other materials that had been scarce and 
were now becoming or would become abundant, and that when fission 
able materials become abundant, any small nation would then have 


within its reach the power which now the Kremlin and we have | 
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When I read this statement, these thoughts came to my mind, and I 
thought perhaps in your statement you could bear them in mind and 
© ° . . 


should 


like to } amplify or give us the answers, if there are any. Thank you very 
lent of | much. 

niti 

inti S(ATEMENT OF JOHN C. ELLIOTT, FORMER DIRECTOR, OFFICE OF 


lation- MUNITIONS CONTROL, DEPARTMENT OF STATE; PRESIDENT, 































urticle: | poRERT SCHASSEUR & CO., INC. 
ale Mr. Ecxiorr. Mr. Chairman, I have a prepared statement I would 
us, their | jike to present. 
oe Senator Humpurey. Please proceed, sir. ye 
oho Mr. Exxrorr. I am pleased to have this opportunity to testify before 
- control | the Subcommittee on Disarmament. My comments address only a 
istration | few aspects of the very important problems under study by the com- 
dosts for mittee. 
reached First, I would like to make some general observations on the dis- 
ymament problem. 

you can 

INCREASING COMPLEXITY OF THE DISARMAMENT PROBLEM 
? 

Iam much impressed by the increased complexity of the problems 
nificant, | gr Government faces in this field since I was last associated with 
iy mind | [hited States disarmament planning work in 1949. The development 

of the devastating thermonuclear weapons, the advance made in the 
er com- | gided-missile field, and the development of other new weapons and 
ng that } methods for their use, have undoubtedly made the problem of devising 
q effective system for control and reduction of armaments exceed- 
ator. I ingly difficult. 

The United States, in 1946, offered comprehensive proposals for 

international control of atomic energy. We then enjoyed a monopoly 
dinuclear weapons, and offered, under adequate safeguards and ac- 
‘ wuntability, ultimately to scrap all of our atomic weapons. 
ig it até} Today we no longer enjoy a monopoly in nuclear weapons. They 
o be th | have been produced in quantity not only in the Soviet Union but 
cht thet | iewhere. There is no present technique which could be used by an 
» In ON | international control authority for detecting clandestine stockpiles 
| or giv¢ } ifnuclear weapons. 
it could | Thus we can have no confidence that any agreement for abolition 
ifthese dreadful weapons will be observed by all signatories. In the 
f contrél | sieumstances, our vision that there might be an effective system for 
e nature | insuring the prohibition of atomic weapons has become a nightmare of 
ungerows } alization that for the indefinite future we must live with the means 
elves. I ifour utter destruction. 
hich yol} There is much talk today about an atomic stalemate and the deter- 
the itl } nt effect of the possession by the great powers of the means for their 
the shi | mtnal destruction. I am sure that our Government is not content 


let the nuclear arms race take care of itself. The search for some 
formula for eliminating or controlling the use of these weapons should 
ceaselessly pursued on the political, military, and scientific fronts. 
hope that the most careful consideration will continue to be given by 
wr Government to plans whereby further production of nuclear 
Weapons would cease, and adequate measures of international control 
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and inspection would be established to insure that agreements to this 
end are observed. 


THE CONTROL OF CONVENTIONAL ARMAMENTS 


The control and reduction of conventional armaments and armed 
forces presents a different problem. While it would be possible to cop. 
ceal stocks of nuclear weapons from international inspection, the same 
is not true for significant quantities of conventional weapons and 
forces. The size, composition, and disposition made of conventional 
weapons and forces should continue to furnish reliable indication of 
aggressive intentions. Although successful efforts to reduce, under 
an agreed formula, these weapons and forces, would not eliminate the 
danger of either small or large wars, the consequent reduction of the 
huge outlay of national resources for military purposes would up. 
doubtedly create conditions and relations under which peaceful settle. 
ment of disputes would have a better chance. 

It would be a grave error and a course of disillusionment to try to 
consider the armaments problem apart from the great political prob. 
lems that beset the world. At the same time, I cannot agree with the 
view that settlement of tensions is an absolute prerequisite to measures 
for reduction of armaments. If heavy military budgets are symptoms 
of international tension, there is no reason why we should not endeavor 
to treat the symptoms and the disease simultaneously. 

In the preparation of a blueprint for reduction and control of 
conventional armaments, it might be difficult as well as unwise, 
in the absence of a verified census of armed forces and armaments, to 
try to prepare at this time a comprehensive plan for the reduction of 
armaments. President Eisenhower’s “open skies” proposal could 
prove to be an important step toward obtaining information on the 
strengths of military establishments. 


DIVERGENT VIEWPOINTS OF UNITED STATES AND SOVIET UNION 


I do not mean to imply that we should not try to have at all times 
plans, as complete as it is possible to make them, for the reduction 
and control of conventional armaments and armed forces. Within 
our Government and in the forum of the United Nations these prob- 
lems should be kept under continuing study. 

The Soviet Union has long capitalized on the slogan of disarmament 
by saying, in effect, “Let’s disarm and then we will talk about inspec: 
tion.» The Geneva proposal of the President has for the time being 
captured the initiative and the attention of the world in the disarm 
ment debate by proposing: “Let’s open our doors and inspect and 
then we will talk about disarming.” 

In reviewing the events of the past few years in the disarmament 
field, I cannot see that any real progress has been made or that the 
Soviet position has undergone any fundamental change. If this con 
clusion is correct, I think it is extremely important that the Americal 
people are not permitted to gain the impression that the world 
becoming a safer place in which to live. 
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EFFORTS TO CHANGE THE SOVIET POSITION 


During the early years of the United Nations, the Communists 
consistently opposed our proposals on arms regulation in the Security 
Council and other organs of the U. N. It became obvious to many 
of us in the United Nations’ work that if the Soviets would yield occa- 
sionally on technical points, they might win the support of uncom- 
mitted countries on substantive points. Today there is danger of the 
Soviets gaining such support by their acquiescence to some of the 
features of our plans for disarmament which they previously rejected 

The Soviets have frequently proposed “prohibition” without safe- 
guards, and we have been generally unable effectively to expose 
throughout the world the fallacy of their proposals. While our 
proposals for disarmament should always represent sound, workable, 
and sincere measures in this direction, they should, at the same time, 
bedesigned through their simplicity and directness, to excite the imag- 
ination of peoples of the world who are anxious to lessen their military 
burdens. In this way we may be able to force the Soviet Union in 
the direction of disarmament with security through inspection and 
other methods. This is a battle which we must win, and in which I 
believe we are now gaining. 


THE INTERNATIONAL TRAFFIC IN ARMS 


In conclusion, let me discuss briefly one facet of the disarmament 
problem in which I have had a special interest. This is the interna- 
tional traffic of arms. While universal control of such arms traffic 
in the interests of peace and security may be as remote as other meas- 
wes of general disarmament, I believe that there is much room for 
useful work in this direction, both within and outside the United 
Nations. 

Within the United Nations it would seem desirable to undertake 
studies of the effect of such traffic on the maintenance of peace and 
security, particularly in the underdeveloped and largely uncommitted 
areas of the world. As we know, communism thrives on disorder, in- 
surrection and war, and the interests of the free world are enhanced 
by peace and stability. Efforts should be made to have established 
inthe U. N. a body which could make recommendations to the General 
Assembly regarding the arms traffic, particularly to disturbed areas of 
the world. We should consider the possibility of requiring that ship- 
ments of arms to such areas be reported to the U. N. or, if desirable, 
theestablishment of U. N. embargoes. 


COOPERATION OF UNITED STATES WITH HER ALLIES IN ARMS SHIPMENTS 


Of course, we cannot expect to achieve any real measure of agree- 
ment on U. N. control of arms shipments if we and our allies cannot 
agree on a broad policy to govern our own arms exports. Existing 
United States machinery for control of arms exports is adequate to 
Insure, unilaterally, that arms of United States origin are not ex- 
ported contrary to United States foreign policy or security interests. 
There is obviously much to be achieved through cooperation between 
the arms-producing countries of the West in limiting the export of 
arms in such a way as to serve our mutual security objectives. The 
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United States should not be content to refuse export authorization 
being contrary to our security interests and express disinterest in th 
export of the same material by an ally to which, incidentally, we may 
be giving military aid. Major wars can easily develop from what yw 
consider local engagements or “second-class wars,” and in an effecting 
alliance we must consider the security of any member to involve the 
security of all, no matter where the situation arises. 

The cooperation between the United States and its major allies with 
respect to arms shipments has a positive as well as a negative aspect 
We should, continuously with these allies, study the requirement of th, 
neutral or uncommitted states in order that these states may hay 
access to arms necessary to deter aggression or prevent the creation 
of a vacuum of internal weakness which the Communists may exploit 

I firmly believe that if we and our allies know what our joint ob 
jectives are with respect to arms shipments throughout the world, 
we will be in a much better position to mobilize the U. N. and worl 
opinion generally against the irresponsible shipment of arms by the 
Communist world. 

Senator Humeurey. Thank you very much, Mr. Elliott. 

Senator Pastore, would you like to ask Mr. Elliott some questions 
relating to his presentation ? 

Senator Pastore. I regret that I came in toward the conclusion, and 
I would rather pass for the moment. 

Senator Humenrey. Senator Wiley ? 


THE HUMAN ELEMENTS THAT MUST BE CONSIDERED 


Senator Witey. I want to compliment the witness. I think he ha 
said a good many things here which should be said to the country a 
large. He said that we cannot consider this matter of disarmament 
without recognizing the great political problems, and I presume te 
could add to that the economic problems, the social problems, the rel: 
gious differences, the pressure of populations, and the still prevalent 
desire in some places, as manifested by the Kaiser and Hitler, to dom 
nate, control, and take over: in other words, the human elements which 
have been evidenced through the centuries in man. 

To me, those are the primary things we have got to think abot 
when we talk about having a plan. We can have the best plann 
the world, but if the planners will not execute it, it will not be effective 
I said yesterday, using the analogy of taking the best automobile that 
you could think of and putting it in the hands of an irresponsible pe 
son, it will not be a good automobile very long. In other words, the 
driver has to know the mechanism and has to utilize the mechanismi 
accordance with the rules of operation. 

This applies, I think, to the moral law as well as respect for cot 
tracts and international law. Without that, no mechanism wouldk 
effective. Do you think that is correct ? 


DISARMAMENT PLANNING STILL IN PRELIMINARY STAGE 


Mr. Exxiorr. I agree with you, Senator. I think on the subject 
disarmament, we are still in the preliminary phase. We are still i 
the debating stage in the disarmament field. We have not moved very 
far. 
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We will not be able to move, I believe, until there is some change 
inthe Soviet attitude, some possibility of breaking through the Iron 
Curtain or having, shall we say, an edge of it torn, as we have seen 

haps once or twice since the war on political issues. 

Senator Wiley, I think you are quite right in saying that the word 

litical” is used to include the whole complex of world problems, 
human, economic, religious, and so forth. ; 

Senator Wier. I like your statement, and I think the press should 
ge to it that the American people are not permitted to gain the im- 
pression that the world is becoming a safer place to live in. Do you 
want to amplify that? 

Mr. Exzsorr. I had in mind the idea that discussions and proposals 
shich we make in the U. N. might give the impression that we were 
making progress. However, I saw a man last night who was with 
industry in the Midwest, and I asked him what he thought about 
disarmament. His answer was, “I am against it. I think we should 
main strong.” ; 

But there may be a class of other people in this country who will 
gin the impression that some progress is being made and we may be 

rsuaded to relax some of our defenses. 

Senator Witey. You also stated, in substance, that the Soviets 
lave at times frequently proposed prohibitions without safeguards. 
Iwant to ask this question: Is there anything in our relationship with 
the Soviet through the years which would indicate that we can rely 
mtheir word or accept any assurance on their part? 


VALUE OF FURTHER DISARMAMENT DEBATE IN THE U. N. 


Mr. Exx1oTr. I certainly have not seen any evidence that would 
varrant our reliance on Soviet assurances. 

Ido think that many people in this country have the feeling that 
wntinued discussions of things like disarmament in the United Na- 
tions are not worthwhile in view of the Soviet attitude. 

Ithink we must all admit that the United Nations is not a strong 
organization, but the American people, or Americans, generally are 
inlined to feel that there is a charm to organization. We have our 
om organizations in the United States in every field—trade organ- 
ations, and clubs, and various civic organizations—which function, 
and which get things done. 

But one of the biggest problems we have with respect to the United 

Nations is having the American people realize that the United Nations 
$just as strong as the unanimity, just as strong and only as strong 
asthe determination of all of its major members to make the organ- 
vation work. 
_We know that if no one works in our trade and political organ- 
ations, in our societies and clubs in the United States, they do not 
«eomplish anything. If there is a block thrown at the people who 
ire trying to do a job, the organization does not function well. 


IMPORTANCE OF GAINING MINOR SOVIET CONCESSIONS 


But the major objective of these current discussions in the U. N. 
disarmament, as I see it, is in the field of public opinion through- 
out the world, and the effect it may have, small as it may sometimes 
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be, upon the Soviet Union in moving it in directions that it wou 
not otherwise move. Even temporary concessions by the Soviets ma 
so accumulate that they will undermine the Soviet system in gon, 
significant way. : 

I think the recent uprisings in Hungary, as much as we deploy 
the result, had a definite relationship to the concession of the Soviets 
in freeing Austria, their neighbor. I am sure that an importay 
factor was the fact that the Hungarians could look across the bordy 
and see the freedom of their neighbor. 

I think in the disarmament field, if the Soviets give in on apy 
aspect of inspection or control, whether it relates to their own borders 
or whether it relates to the U. N. supervision and inspection jp 
disturbed areas, any such concession may be important. 

I do not doubt that the Soviets themselves realize that when they 
make concessions to the West, they may be undermining their ow, 
system. We should be content, therefore, to take one step at a tim 
in the hope that there will one day exist a situation where the peoples 
of the Soviet Union, and the satellite states as well, can overthroy 
their present system. 

Senator Wiey. One final idea. You believe, do you not, that be 
fore we take our guard down, we had better have assurances by deeds 
instead of words that trust and confidence can be placed in anything 
which is said ? 

Mr. Exxrorr. I think certainly in the disarmament field, as well ss 
other fields, we should have deeds rather than words, and we shoul 
have definite measures of inspection before we let down our guard in 
any respect. 


Senator Writer. Thank you, Mr. Chairman. 
Senator Humpnrey. Thank you, Senator. 
Senator Pastore? 


POLITICAL CAMPAIGN AND CONFUSED THINKING ABOUT BOMB TESTS 


Senator Pastore. I was very, very much interested in the comment 
you made about the man you met. You asked him what he thought 
about disarmament, and he thought we should be militarily strong 
Would you say that much of that attitude was actually formulated s 
a result of the debate during the political campaign between the two 
presidential candidates as to the cessation of bomb tests? 

Mr. Exuxiorr. I think perhaps it has some relationship to that, ani 
it makes me think of another comment I heard in Florida, after th 
election. 

I asked some resident down there what he thought about Stevenson’ 
proposals for banning H-bomb tests. He said, “Well, I don’t think 
should ever agree to banning tests of this kind unless the Soviet Unio 
also agrees.” And he said that he thought Stevenson was throwing ot 
arms away under his proposal. 

Now, to me, this highlighted the lack of communication to the pub 
lic of what Stevenson’s and other proposals really were. Maybe tl 
press had done us a disservice in this respect. I think that sometime 
unknowingly, points of this kind are not put over to the Americ 
people. 

Senator Humpnrey. Or knowingly. 

Mr. Exuiorr. Knowingly or unknowingly. 
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Senator Pasrore. It is true that much of the reaction is the result 
of emotion rather than knowing the facts; is that your impression ‘ 
Mr. Exusorr. I agree with you, Senator. 


PUBLIC OPINION ON DISARMAMENT 


Senator Pasrore. I always have felt that way. I do not think the 
problem was very clearly understood, because there are certain scien- 
tificand academic aspects connected with the whole problem which are 
pretty hard to convey sometimes. But you would say from your ex- 
perience, by and large, the common belief on the part of the American 

ple is that we ought to remain pretty strong, and that you cannot 
trust Russia ? 

Mr. Exutorr. Yes. And I think that even the mention of the subject 
of disarmament raises a feeling in many minds of suspicion regarding 
any proposals to that end. 

Senator Pastrorr. You have made another strong point. I have been 
reading your statement here while Senator Wiley was asking you sev- 
eal questions. You pointed out how difficult it was for us to reach an 
agreement with the Russians when we had a monopoly on nuclear 
stockpiles and nuclear knowledge. Would you not say that all of that 
leads to the conclusion that this whole job of achieving disarmament 
over the years has become more difficult rather than easier 

Mr. Exirorr. Much more complex, I believe. 

Senator Pastore. But you will admit that we should continue to 
keep on trying, for moral and other reasons, to see if we cannot reach 
sme reasonable conclusions in time, in order to bring about some 
kind of an agreement whereby this feeling of terror will be removed 
from the hearts and minds of people all over the world ? 

Mr. Exxiovr. I certainly agree with that, Senator. I think we have 
toomuch at stake. I read in the paper this morning about the testi- 
mony of Dr. Weaver before this subcommittee yesterday. I think that 
should answer for almost anyone the question of whether we should 
continue to search for some formula for disarmament. 


COMPARISON OF TRAFFIC FATALITIES 


Senator Humenrer. I was optimistic, as you are, Mr. Elliott, but 
I want to tell you something. I have watched people bemoan the 
number of traflic accidents which take place on the highways, and the 
terrible tragedies that befall almost every neighborhood daily. But 
we still build cars which can be driven faster than ever before. 

We have laws on every statute book in America which say you can- 
not drive over 60 or 65 miles an hour; and yet every car manufacturer 
builds a car which will hardly operate well until you get to 80. So we 
continue to buy them. We still have sort of a split personality. I 
am not cynical, I like to be optimistic and happy and have a joyful 
outlook on life, but according to a tabulation I saw the other day we 
have lost more people in the last 25 years on the highways than we 
have lost in all our wars together. 

And, needless to say, there is much more deep concern about the 
loss of life in war than there is on the highways, or we would be doing 
something about the highways. And it could not be because highways 
are more expensive than wars, because we could have built gold-plated 
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roads around the world in six different directions for the amount whic 
has been expended on war. 

I do not know, I have not been able to figure out, as my friend, 
Senator Wiley, says, the human mind and what propels it, but I hay 
some questions I want to ask you. 

I want to go to some of your recommendations, Mr. Elliott. May] 
join with my colleagues here in expressing my thanks for what yoy 
had to tell us, and for your thoughtful analysis of the probleng 
before us. 


CONTROL OF ARMS TRAFFIC BY THE UNITED NATIONS 


In your statement you made some recommendations. You felt 
for example, that one of the main problems we are dealing with jg 
that of international traffic of arms, and you thought it would be well 
that within the United Nations studies should be undertaken of the 
effect of such traffic on the maintenance of peace and security, 

We should consider the possibility of requiring shipments of arms 
to be reported to the U.N. or, if desirable, tie establishment of U.Y¥, 
embargoes. Efforts should be made to have established in the United 
Nations, a body which could make recommendations to the General 
Assembly regarding arms traflic. I want to say I think this is a vey 
good recommendation, and I believe it is the first time that such recom. 
mendation has been made to us. 

The resolution of November 4 relating to Hungary, in the recent 
Assembly of the United Nations, did lay down a kind of embarg 
upon military goods going into the Hungarian area. 

As Senator Wiley said, the human mind has ways of interpreting 
resolutions in many ways. But I have personally felt the U. XN. 
could do something here in the field of arms traffic, and your sug 
gestion—the most obvious of all of your proposals—is the registre 
tion of the shipment of arms. That is what you are talking about, 
is it not? 

Mr. Exuiorr. Yes, Senator. 


SOVIET SHIPMENT OF ARMS VIA THE DARDANELLES 


Senator Humrurey. The U. S. News & World Report has recent 
ly published a very splendid article about the increase in the move 
ment of ships through the Bosporus and the Dardanelles from Russia, 
from the Black Sea into the Mediterranean. Without going into de 
tails here, since 1954 the increase in shipments has more than doubled, 
and there is no requirement, for example, that the master of a ship 
or the captain of a ship report the nature of the cargo. It is just the 
number of ships that go through. And we know, through intelligence 
services, a large amount of this traffic is arms into the Middle ‘Bast 

Well now, it appears to me that we might do well, as you har 
suggested here, to ask, by resolution, that the United Nations & 
tablish a supervisory commission over the flow of the traffic of arms- 
maybe not to control it at first, just to register it or to observe it. 

Is that what you are proposing? 

Mr. Exxiorr. Essentially, I feel the U. N. should look at the prob 
lem, should study it, and they might come up with proposals for deal- 
ing with the arms traffic which would be of help in connection with 
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gme of the problems of peace and peaceful settlement of disputes. 
The U. N. might come up with some plan where you could apply a sys- 
tam of reporting of arms shipments in and to disturbed areas and estab- 
fish a device whereby the U. N. could bring the light on actions by 
gme of the states of the world in disturbing the peace of other areas. 


U. N. NOT A SELF-STARTING ORGANIZATION 


Senator Humrnrey. I want to say this recommendation, of course, 
will require some initiative on the part of a nation state, because 1 
notice continuously people say that the U. N. ought to do something. 
The U. N. is not a self-starting organization. The U. N. is a struc- 
ture like a copper wire drawn between two poles. It only carries 
that which is sent. And unless the voltage, the amperage and the 
yattage go through those lines from the generators, there 1s no trans- 
mission. ; 

Now, what you are really saying is that the United States, Can- 
ada, France, England, or some country ought to exercise its foreign- 

licy direction through the United Nations to get the United Na- 
tions, the majority of the members of the United Nations, on record 
toestablish a supervisory commission; is that it? 

Mr. Exasorr. Yes, Mr. Chairman. I think the United States 
should take the initiative or, in concert with other countries, see that 
action is taken in the United Nations. 

Senator Humrnrey. I think it is an excellent suggestion. 


HISTORY OF WORLD EFFORTS TO CONTROL TRAFFIC IN ARMS 


Mr. Exuzorr. I might make this one observation regarding the 
history of the arms traflic question. Following World War I, one 
of the subjects that was first taken up in the disarmament field was 
the regulation of the international traffic in arms. The great powers, 
after World War I, felt that a great many problems in the world af- 
fecting the maintenance of the peace might involve the irresponsible 
shipment of arms and the meddling by some countries in the dominions 
orsphere of influence of other countries. 

The first conference on the arms traffic question was held in 1919 a 
few months after the end of World War I. This conference failed, but 
alater conference was held at Geneva which ended in 1925 with the 
Geneva convention, which called for a reporting and publication of 
ams shipments, particularly in the underdeveloped parts of the world. 
Whenever shipments of arms would be made to those parts of the 
world, a report would be made to the international supervisory body. 

The United States signed this agreement, but did not ratify it until 
1935. In 1935, we had the Nye committee hearings, and much in- 
formation was given to the Congress in these hearings on the dangers 
of the arms traffic. 

The Geneva convention never came into force because the necessary 
number of states did not ratify it. But from the Nye hearings and out 
of the international difficulties of the early thirties, Congress was 
moved to control unilaterally the export of arms, and we had the first 
Neutrality Act in 1935. This act was reenacted in 1939 and continued 
itil not long ago, when it was wiped out by Congress with the passage 
of the Mutual Security Act of 1954, under which the United States 

pments of arms abroad are now controlled. 





1166 CONTROL AND REDUCTION OF ARMAMENTS 


I would like to emphasize that in 1919 and 1925, we held digeys, 
sions on the international arms traffic and, so far as I know, ging 
World War II there has been no study in the U. N. of this question, 

Senator Humpurey, And yet, may I say that I would imaging, 
good deal of the trouble in the world today is somewhat attributahk 
to this traffic. For example, the movement of Soviet arms into Egypt, 
Egyptian intransigeance, and some of the problems in that area, may 
be traced right back to that very important date in history, Th 
large-scale movement of arms into North Indochina and the Vietminh, 
and the large-scale movement of arms into North Korea prior to the 
attack in June of 1950 by North Korea upon South Korea. 


POWER OF THE UNITED NATIONS TO POLICE ARMS TRAFFIC 


These are all known facts of history, and yet for some reason oy 
another there has been little or no effort made to control the shipment 
of arms. I have been deeply concerned about it in the Middle Fag: 
and in public pronouncements, whenever I have had the opportunity, 
I have said I thought we ought to ask for an arms embargo in the 
Middle East, and have some means for enforcing it. We havea JU.¥, 
police force in the Middle East now. We have the American Sixth 
Fleet in the Middle East. We have the Baghdad Pact, the SEAT 
Pact, and the NATO Pact, and a military-assistance agreement with 
many countries in that area. 

It seems to me that acting as agents of the United Nations or in 
concert with other members of the United Nations, we have the means 
of policing the Middle East in terms of arms traflic. 

Would you like to comment on that ? 

Mr. Exsiorr. I think that certainly when the U. N. declares m 
area a disturbed area, when they obtain a truce, as we did in the Middle 
Fast, that the U. N., acting through such an agency as you refer to, 
the Sixth Fleet or any other force, such as a U. N. police force, could 
impose and probably entorce an embargo. 

Some of the trouble we have had in places like Guatemala and, % 
you mentioned, North Vietnam, as well as other areas where there 
are Communists outbreaks and Communist inspired revolt, are caused 
by the irresponsible shipment of arms by the Soviet Union. In som 
instances the shipments are even by private individuals and arms 
smugglers, in the pay of the Communists. The U. N. should study this 
question, and look at it very carefully. 

Senator Humpnrey. Can you indicate to us, in the light of you 
experience when you were in the Government and since, as a private 
citizen, whether you know of any time that our Government has given 
thoughtful consideration to and concern about Soviet shipment of 
arms in these areas? Or rather, have we taken any action? Do you 
know of any action that we have taken to prevent the Soviet ship 
ment of arms into these trouble areas ? 


WORKING AT ODDS WITH OUR ALLIES ON ARMS SHIPMENTS 


Mr. Exuiorr. I would assume that the only action we could seek 
would be through the U. N. I am not aware that we have taken aly 
steps in that direction. I think that there has been from time to time 
shall we say a singlemindedness on the part of the United States and 
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e of its allies with respect to the arms traffic. I mentioned in 
ny statement, though, that we have sometimes worked at odds with 
wr principal allies. We have sometimes seen the United States and 
our major allies following different courses of action with respect to 
cipment of arms. ; ; 

nator Humpurey. Such asin the Middle East. I recall when we 
om the one hand, were refusing to sell arms to Israel, and on the other 
jand, the French Government and the Canadian Government, allies 
inthe North Atlantic Treaty Organization, were selling Israel such 
arms. 

Mr. Exxtotr. Yes; the same thing is true of other countries in the 
Middle East. We have seen very often that the shipment of arms to 
thesmaller countries of the world, will stimulate a great demand in a 
neighboring country for the same arms, in greater quantities. 

This is true of Latin America, it has been true of other areas of the 
world; and in the case of the shipments to which you refer, to Israel, 
the United States refused to make the arms shipments itself, but at 
the same time said they had no objection to the French making the 
shipments. 

e have no way of evaluating the significance of these and other 
shipments in the recent trouble in the Middle East, but it may have led 
the Egyptians in the direction of the Soviet Union, in the acquisition 
ofarms from Czechoslovakia. But I do think if we work with the 
United Kingdom and France in defense of Western Europe, we should 
not neglect or depart from such cooperation in other areas. 


REQUESTS FOR ARMAMENTS BY SMALL NATIONS 


We have had instances in Latin America, where the United States 
has refused to ship high-performance jet aircraft to some of the Latin 
American governments; and a month later we find that the British 
have sold the same very expensive equipment to some of these govern- 
ments. 

We have had instances where the economic situation in some of these 
countries has been totally disregarded, not only in considering ac- 
quisition cost of some of the equipment, but in the maintenance of it. 

I recall a certain country in Asia which once asked the United 
States to sell a hundred jet planes. Their representatives came in and 
sid, “We must have these planes.” Their government did not have 
the resources for maintaining the planes and servicing them, and, in 
addition, did not know anything about the use of them. An effort was 
made to dissuade them on other grounds. The Air Force came up with 
isolution which we tried out, and it worked. The Air Force re- 
ported that “every time these hundred jet planes take off in the 2 
minutes it takes them to roll out on the runway and take off, it is going 
to cost $10,000, in maintenance, in jet fuel, and in servicing after the 
landing.” 

The Asian Government was very much impressed with this and 
abandoned their request at that time. But many of the countries 
throughout the world which have built up their military defense 
organization have done so without regard to either their economic 
requirements or to their military requirements. 
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MULTILATERAL DETERMINATION OF ARMS REQUIREMENTS 


I think one of the mistakes we have made in Latin America ha 
been that we have discussed bilaterally with some of these countrig 
their requirements. We have acquiesed in some of their demands 
But we have never sat down with all the Latin American countries 
and found an agreement whereby the defense role, the role of defense jy 
the hemisphere, of the various countries down there would be stated 
in terms of the arms they are to acquire from the United States, 

So you find some countries acquiring submarines where they should 
have aircraft; some of them acquiring heavy bombers when. they 
should be getting patrol aircraft or fighter aircraft. , 

I think they may all understand and recognize their roles, but] 
think the United States should discuss and agree on their arms 
requirements on a multilateral basis rather than a bilateral basis, 

Senator Humpurey. Mr. Elliott, this whole matter of the arms 
traffic poses a very serious problem in the current situation. Thereis 
a proposal to step up military assistance to Middle Eastern countries 
We found ourselves in a difficult situation to call for a stop on arms 
traffic when a good deal of our own foreign policy is based on military 
assistance to rather substantial numbers of countries. 


TENSIONS INCREASED IN MIDDLE EAST BY ARMS SHIPMENT 


There have been those who have said that sometimes the military 
assistance does little to deter the Communists or to act as a deterrent 
force to the Communists, but does stimulate anxieties and tensions 
within the area between neighbors, as you have cited here today, and 


I think there is a certain credence to that. 

In the Middle East, we are proposing to send more arms into some 
of those countries. If we send arms into these countries, we are not 
in a very good position to complain morally about the Soviets sending 
arms; are we? 

Mr. Exxiorr. I think it would put us in a rather disadvantageous 
position as far as the U. N. consideration of regulation of the arms 
traffic to the Near East is concerned. 

Senator Humenrey. Does it not open up a real arms race in the area, 
to be frank about it ? 

Mr. Exuiorr. Yes. For some years following the truce in the Near 
East through the cooperation between the United States and the 
principal arms-producing countries of the West, we were able to, shall 
we say, hold the line in the Near East. 

My philosophy with respect to the problem was that there should 
be, during and until Israel and the Arab States had found some basis 
of settlement, no significant augmentation of their armed forces o 
their armaments. 

But, at the same time, we felt it was very important that what 
strength they had was maintained, and we had many instances where 
some of the States had shown that some of their equipment had 
deteriorated, so we supported efforts in the direction of building thet 
strengths back up to their former level. 

Senator Humpurey. That, of course, is generally the argument that 
is made in our discussion about this with responsible officials in the 
Government, now or in the past. It has been that we have tried to 
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maintain a level of forces. But if you will permit me to be a little 
bit skeptical, you will notice whenever there are any hostilities which 
take place, the level of forces seems to have suddenly grown. There 
are pretty shrewd people all over the world, and when they are after 
they are after arms and not after some screws and bolts to 
repair What they have. 
r. Exuiorr. Mr. Chairman, I do not know what an arms balance 
isto which reference is often made, but I think that one guidepost 
ou can have, arises from a situation where there have been no hos- 
tilities for a period of some time in a particular area of tension, and 
oucan reasonably deduce that the armaments level in that area might 
. had something to do with the absence of hostilities. 


PURCHASE OF ARMS FROM CZECHOSLOVAKIA BY EGYPT 


I think the Russians are definitely rocking the boat in Egypt, 
and have set the various events off out there. But, on the other 
hand, I wonder regarding the extent to which some of the French and 
British shipments may have, shall we say, stimulated the Egyptians to 
go ahead and obtain large quantities of arms from Czechoslovakia. 

Senator Humrurey. May I also say—and I say this most objec- 
tively—the country which was first willing to sell arms to Egypt, was 
the United States. Our price was a little high. We may just as well 
put this on the record. We do not come in with too clean hands on 
this matter. We did offer to sell them, and they turned it down. 
They did offer to purchase arms for cotton, but we turned it down, 
and they pledged their cotton crop for the purchase of arms from the 
Soviet. 

Now they are going to buy further arms, and it is well understood in 
all diplomatic channels that the Egyptians are going to replace all the 
arms they lost in the recent hostilities, plus more. Also, large num- 
bers of their young people are going into Czechoslovakia, and the 
Soviet Union and satellite countries, for extensive and intensive mili- 
tary training. What I cannot understand is how, if we are trying 
tohave a program of peace and tranquility in the Middle East, how in 
the name of commonsense we can ignore this fact. It seems to me 
that this is where the danger comes from. 

Do you have any comments ? 

Mr. Exxiorr. I think that the shipment of arms, as I pointed out 
m my statement, the shipment of arms by the Soviets to Egypt, 
might have been stopped if the United States and the other countries 
inthe West had taken a firm and solid stand against it, because if I 
understand the magnitude of the shipments to Egypt correctly, they 
exceeded by many, many times all the shipments which had been made 
tothe rest of the Near Kast countries put together, for the past 2 or 3 
years, 


APPLICATION OF LICENSING PROVISIONS BY THE UNITED NATIONS 


Senator Humpnrey. Mr. Elliott, you mentioned the matter of Gov- 
ernment licensing, and I would like to ask you this question: In the 
Government’s control of the private manufacture of munitions— 
speaking now of our Government—are there rules of procedure which 
could be applied to inspection under an international agreement on 
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the control and reduction of armaments? If so, what sort of appli 
cations might be made? 2 

Mr. Exxsorr. Well, we have a requirement in our existing law fop 
the registration with the arms licensing authority of all manufae. 
turers, exporters, importers, and dealers in arms. That is a super. 
visory function, and it is a function which could be extended intgp. 
nationally, perhaps, where all the known producers of these weapons 
would be under surveillance. In the United States, this gives cop. 
siderable information to the control authority on what the foreign 
connections of these firms are, whom are they dealing with, where is 
their traditional business. 

The licensing provisions of our law perhaps could be applied tog 
U.N. type of supervision. Perhaps we might have situations in some 
parts of the world where we would want to have the U. N. issue g 
license or a navicert for the shipment of arms and for the passage of 
vessels carrying arms. 

Senator Humpnurery. Would you not want to have international 
inspection even of the reports, however? Let us say in your first 
suggestion, which was for the registration of the arms sales and 
shipments by each country with some agency of the U. N., would not 
the U. N. have to doublecheck on those reports to make sure they 
were true; in other words, to verify them ? 

Mr. Extiorr. As in every aspect of this problem, I think we should 
not take the word of the other countries of the world, notably the 
Soviet Union, and we should set up some verification system which 
would give us adequate assurance that the rules are being carried out, 

Senator Humpurey. Mr, Elliott, I want to thank you, if there ar 
no further questions. 


FEASIBILITY OF U. N. EMBARGO ON SHIPMENT OF ARMS 


Senator Wirry. Yes, I have one, because it seems to me that muchof 
this talk about what we want is not feasible at present unless the 
nations themselves agree. 

In other words, the United Nations has no authority which could 
stop ships, and if we stop ships we would be in the position that the 
British were in 1812. That is why we did not stop shipments, I take 
it, to Guatemala. We could embargo materials from our own country, 
but we cannot go on the high seas and take over other ships. Thats | 
an act of war. 

Now, if you can tell me how you are going to get around that, I would 
like to get that answer on the record, because I am in favor of em- 
bargoing shipments of arms under regulations, if the nations wil 
agree. But no nation is going to agree—we wouldn’t—that they 
could stop our ships on the high seas or any place else and come 
aboard. We had a little fight over that issue once. But can you tell 
me how you are going to work this thing through the U. N. unless you 
give it the power, and all the 80 nations agree to give the power to the 
U.N., and give them an enforcing force. Is there any way to doit! 

Mr. Exxiorr. I think you are right, quite right, Senator, in saying 
that this is very strong medicine, to say that we should establish an 
embargo or search vessels of countries which are shipping arms 
trouble areas, and I think you have the same problem with applyi 
these measures as you would in the other drastic measures by the U.». 
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appli. But we did have in Korea an action by the United Nations which 
was a drastic one, in which we did not have unanimity. 
Ww for [ would think on things like the arms traflic, we should rely ma 
vufae. | on the General Assembly action than on any remedy prone? re 
super. | Security Council procedures. I would think that if the General As- 
inter. gmbly voted for measures of this kind with a very, great majority 
‘pons of the members in favor of it—an embargo or a licensing procedur Orr 
S con | think the United States would be warranted in giving its ern 
oreign support to measures to carry it out, regardless of some of the risks 
here jg | that are involved. a aa ; 
Senator Humpnrey. There are troops in Egypt today, despite the 
d toa fact that there was no unanimity in the United Nations. ee 
1 some Let us make it crystal clear. Phere were powerful nations in the 
ssueg | United Nations, close and intimate friends of this country, which re- 
age of sisted In every conceivable way, both in the Security ( ouncil and in the 
Assembly, the dispatching of troops against their will and against 
ational | their national interests, into the Middle East. Yet they went, and the 
ir first | troops are there, and we are backing them up. 
es and ; 
ld not DANGER INHERENT IN THE ADMINISTRATION’S MIDDLE EAST PROPOSAL 
© they Now we have a request down here in Congress from the President 
should to commit this country to war, if need be, in the Middle East, a re- 
oly the quest to defend this country against Communist. attack, My only 
whidi question, my concern about this, is that l am afraid the Communists 
ed out are not going to comply by following the line of attack that we had 
ere am | Planned that they were going to follow. That is the trouble with those 
rascals. You can never depend upon their doing what you thought 
they were going to do. 
What if they decide they are just going to send arms to everybody 
they want to in the Middle East, and stir up trouble, and you get 
nuchoft | first-class revolutions, Communist-infiltrated governments, and attack 
less the | after attack. You can find yourself in an impossible situation. 
My feeling was, therefore, that if you feel that this could happen, 
h could | might of the very serious resolution that we are about to adopt 
hat the | here nm the Congress, it might be well that we try to put the embargo 
, I take | "pon arms shipment in troubled areas and to ask the General Assembly 
ountry, the United Nations, by a two-thirds vote or more, either to instruct 
That is | the United Nations emergency force in the area to enforce the em- 
bargo, or to ask for supplementation, such as the use of the 6th Fleet. 
I would After all, there were better than a half million troops in Korea under 
of em- | the United Nations flag, American troops. They did not hesitate to 
ms will § #k for American troops in Korea. And it seems to me the General 
at they Assembly might well ask for the use of the 6th Fleet in the Medi- 
1d come f lrranean to impose the embargo. 
you tell Suppose somebody does resist. I gather that if the Soviet decides 
jess you | t0come across the border of Iran, they are not going to consult us 
r tothe } thead of time and say, “Now, are you fellows going to take a kindly 
o doit! | lokat this?” If they decide they are coming, we are going to have 
1 saying | “meet it. I cannot think of anything more drastic. I am xct say- 
blish an | Mg that it should not be done; I merely say it is drastic. I do not 
arms to ow anything that is worth doing which hasn’t a risk involved in it. 
pplyitg Mr. Etuiorr. I think we can often take the initiative through steps, 
he U.N. | Mthe U. N., which will enable us to block the Soviet Union in 
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some ways. I have not studied carefully the proposal the administyy. 
tion has presented to Congress for action in the Middle East, ang 
cannot say whether or not that is the same kind of initiative or not, 
That is, I suppose, putting ourselves in the position where we ¢ap 
retaliate. But it is not taking the initiative. I think it is putting 
on record a willingness to take certain action if the Soviets should 
move in militarily. But I thoroughly agree with you that under. 
mining the situation in the Near East can take place in many other 
ways than by the intervention of Soviet armed force. ; 


ORGANIZATION OF THE OFFICE OF THE SPECIAL ASSISTANT FOR 
DISARMAMENT 


Senator Humrnrey. One final question from me: Do you have any 
comment on the organization in the executive branch of the Gov- 
ernment of our disarmament offices or disarmament policies or pro- 
cedures ? 

Mr. Exxtorr. Well, I think that the action of President Eisenhower 
in setting up a Cabinet-rank position for this important work wag 
long overdue. I think the organization of this special assistant’s office 
should include a permanent secretariat. 

When I was associated with the disarmament work in 1947, I felt 
that a great many of the people who were working on disarmament 
planning were under a handicap by reason of the fact that they 
were engaged most of the time in operational tasks in the field of 
foreign relations, day-to-day relations with the other countries; and 
in the military departments. The officers who were assigned to this 
work were for perhaps 90 percent of the time involved with the 
immediate problems of national security. For the military people it 
appeared unfair; and to expect them to focus on plans for the de 
mobilization and reduction of the forces they were dedicated to build 
up and strengthen was too much to expect of them. 

While there was a substantial contribution from some of these 
officers to the disarmament planning, I think the overall effort would 
have benefited if there had been a permanent group studying dis 
armament questions, composed of outstanding citizens, people drawn 
from some of the departments on a full-time basis, and military 
people who had recently retired from the armed services with out- 
standing records of performance. Such individuals could give their 
full attention to the problem, rather than having, shall we say, to 
live with almost a split personality—I do not mean that we should 
not insure that all our disarmament plans are coordinated with the 
Defense Department and with the United States security require 
ments—but I do feel that people who are engaged with operational 
tasks of Government should not be expected to serve on a planning 
body of this nature. 


A PERMANENT SECRETARIAT NEEDED 


For that reason, I feel that Mr. Stassen should have a permanent 
secretariat. The Congress should make funds available to see that 
he has a permanent staff, made up of prominent people, made up 
of the retired military people, preferably recently retired military 
people, who are aware of the current security considerations in their 
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sarious fields, and that disarmament planning get away from the 
operational problems and the operational activities in Government. 
Senator Humrurey. Thank you very much, Mr. Elliott. 


QUESTIONS CONCERNING ENFORCEMENT OF AN ARMS EMBARGO BY THE U.N. 


Senator Winey. I have to get in my little say, Mr. Chairman. 

This embargo proposition intrigues me. First, if there had been 
,situation where the nations had had an embargo at the time of our 
Revolution, we would not have gotten arms from France. This 
question of embargo is a two-way street. The only question I desire 
toraise is that even in this connection, in the Near East, our purpose 
over there is not primarily involved in an embargo. Our purpose 
iga national issue. We are protecting our own interests, ‘aie 
ye feel that if the Kremlin should take over the Near East, with all 
the oil, and get the gateway to Africa where they can get the vital 
materials, that would be against the national interests of America. 

You might stop shipment of arms where, in a case like Hungary, you 
yould want toshiparms. The United Nations, in studying this issue, 
has got to see to it that it is handled very carefully. 

We have embargoed arms, and then we have taken the embargo 
of. We embargoed arms to Spain, we have embargoed arms to Israel, 
mdso forth. Asa nation, we have that right. But to go ahead and 
attempt, as T said before, to take action which involves the freedom 
ofthe seas, is a pretty serious matter. I feel that we want to go into 
thatissue very thoroughly. 

Senator Pastore. Are you proposing, Mr. Elliott, that this phase 
ofanembargo that you have been talking about under the jurisdiction 
ofthe U. N. would have to be tied in with a disarmament plan, or are 
youseparating it ¢ 

Mr. Extiorr. I was really suggesting that the body in the U. N. 
which is set up under the Disarmament Commission, or otherwise to 
study the arms traflic and related measures we could take in connection 
with a disarmament convention, could also study and would also have 
oompetence to deal with questions of embargoes to particular areas 
which are in a disturbed condition. 

Senator Pasrorre. Asan overall policy ? 

Mr. Exatorr. Yes. 

Senator Humeurey. Thank you very much, Mr. Elliott. 

Weare very grateful to you for your time. 


INTRODUCTION OF MR. LEON KEYSERLING 


Our next witness is Mr. Leon Keyserling, who is the former Chair- 
man of the Council of Economic Advisers to the President and pres- 
titly a consulting economist and practicing attorney. 

Mr. Keyserling has been invited by the subcommittee to advise us 
pumarily on the problems of the economic implications of disarma- 
ment. I believe his experiences as an economist can be of assistance 
to this subcommittee in determining to what extent armaments have 
become an important factor in international trade, in our own economy, 
well as methods by which our Government or private industry 
might plan to meet specific problems in an overall adjustment of our 

i¢economy to lower levels of armaments. 
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Mr. Keyserling, will you proceed with your prepared statement} 
We welcome you to the subcommittee. 


STATEMENT OF LEON H. KEYSERLING, CONSULTING ECONOMIg, 
CHAIRMAN OF THE PRESIDENT’S COUNCIL OF ECONOMIC 4p. 
VISERS, 1950-53 


Mr. Keysertine. Mr. Chairman and members of the committe. 
you are certainly to be commended for your efforts to wrestle fore. 
sightedly with the problems which would confront the American 
economy if the hope of partial or total disarmament should become 
reality; and one of your tasks, of course, is to examine how it may 
become reality. On many aspects of the disarmament problem I ¢ap. 
not pretend to be well informed; but during big wars and small way, 
and periods in between, I have been fortunate enough to be in clog 
contact with problems of rising and falling armaments in the per. 
spective of the functioning of our whole economy. Thus I hope that 
I may be able to contribute something to this phase of your study, 


STRENGTHENING THE FREE WORLD ECONOMICALLY 


But, first of all, I want to make my position clear on a related but 
somewhat different aspect of the problem. At least since the begin- 
ning of the Korean war and up to now, my primary concern has not 
been that we might fail to employ the economic measures which we 
would need to counteract partial or total disarmament. My primary 
and continuous concern has been our reluctance, as a nation, to pit 


a large enough part of our total resources and potentials into making 
ourselves—and helping to make the free world—as strong as we ought 
to be, if and until partial or total disarmament comes. Consistently 
during this whole period, in varying degrees, we have allowed faulty 
analyses of what our economy can afford to do, and cannot afford to 
do without, to interfere with the maximum development of ou 
strength, both military and economic, both domestic and international, 
For this we have paid heavily, and are paying heavily even now. 

The foregoing comments are particularly relevant today, whe 
there are many programs and policies which some people think should 
be deferred until they would be needed as counteracting measures to 
partial or total disarmament—or counteracting measures to a reces 
sion or depression arising from other causes. The fact of the matter 
is that some of these programs and policies should be put into effect 
now to build our economic strength, which is far short of what if 
should now be. They are even more needed, not less needed, because 
the international situation, as depicted in the President’s messages to 
the new Congress—is calling for an enlargement of our military and 
other international efforts and outlays. 

Despite the current talk about general inflationary threats, we ar 
not now suffering from a generally inflationary situation characterize 
by general overutilization of our resources, and calling for generally 
restraining measures or for the postponement of all economic activ: 
ties which are conceivably postponable. Quite to the contrary, We 
now are and for some time have been operating far below optimut 
utilization of our economic resources. Our overall economy now ® 
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and for some time has been growing much too slowly in real terms. We 
have a problem of surpluses in some areas, even more serious than our 

Jem of shortages in others. There is room and need for a sub- 
stantial enlargement of our domestic and international exertions on 
many fronts. In short, we greatly need to start doing now a good 
many, though by no means all, of the things which superficially it 
might seem we should only be doing advance planning on now, de- 
ferring their execution until partial or total disarmament or some 
ether new eventuality comes. 


IMBALANCE IN AMERICAN ECONOMY AND THE DISARMAMENT ISSUE 


Furthermore, this immediate problem, as I see it, has a direct and 
yital bearing upon the disarmament issue before this committee. For 
if we are going at some future date to commence disarmament in its 
traditional sense, we must await the time when the prospects for 
enduring world peace have improved, and when those arrayed against 
us demonstrate the honest intent to disarm at least as fast as we do. 

This we know they will do when the evidence is much greater than 
now that the strength of the free world, and especially of the United 
States, is increasing faster than theirs, especially with respect to basic 
economic elements. This is not happening now. And it is not hap- 
pening, precisely because the American economy is far from meeting 
its full potentials for overall economic growth in real terms, and even 
more because even our current levels of production are not being allo- 
cated in ways most conducive to our domestic and international 
strength, either for the short pull or for the long run. We are now 
considerably out of balance, doing relatively too much of some things 
and relatively far too little of others. ‘This drains our total strength 
now, and would drain it even more seriously if these imbalances should 
continue to the point where recessionary trends in the American econ- 
omy enormously weakened our world position. If that should hap- 
pen the prospects for disarmament would vanish, because the Soviets 
would then take heart from their favorite theory about the vulner- 
ability of the American economy, which events thus far since World 
War IT have disproved. 


OUR CAPACITY TO DEAL ECONOMICALLY WITH DISARMAMENT 


Before marshaling the facts to support this thesis, which seems to 
me most relevant to the current situation, we should draw: confidence 
from the fact that our experience just after World War II gives much 
assurance of our capacity to deal effectively in an economic sense even 
with a much more rapid rate of traditional disarmament than is now 
foreseeable by any stretch of the imagination. (See chart, p. 1182.) 

Comparing 1946 with 1944, and using uniform 1955 prices to make 
all of the comparisons meaningful, our national security outlays for 
the purchases of goods and services dropped from more than $140 
billion to less than $30 billion, dropped further to about. $17 billion in 
1947, and thereafter remained in the neighborhood of $20 billion until 
the Korean war. Only a tiny fraction of this drop was compensated 
for by increases in Federal spending for domestic purposes, and in 
spending by State and local governments. But contrasted with a 

87319—57—pt. 126 
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rather serious depression within 2 years after World War I, and the 
great depression within a decade, in part due to the aftermath of 
that war, there was surprisingly little economic dislocation aftey 
World War II. With vast increases in private investment and per. 
sonal consumption, our total national product declined only from 
$324 billion in 1944 to a low of about $282 billion in 1947, and by 
1950 approximated the 1944 wartime level. Today we are almost 4 
third above that wartime level in real terms. 


ECONOMIC PLANNING FOR TRANSITION AFTER WORLD WAR II 


The disruption of employment immediately after World War II 
was even more moderate, with unemployment rising to only 2.3 mil- 
lion in 1946, and then declining still further until the very moderate 
recession of 1949. Always since World War II, unemployment has 
been very low by prewar standards, though at times high by more 
modern standards. (See chart, p. 1185.) 

The reasons for this remarkably smooth transition from war to 
peace were of three main types. First, there were what might be 
called the natural reasons resulting from the war, such as an accumn- 
lation of about $150 billion of wartime savings, the enormous foreign 
demand in war-torn countries, and the huge replacement boom in 
residential construction, automobiles, and other consumer durables, 
But, second, these natural resources were powerfully reinforced by 
planned affirmative policies, such as the legislation to speed industrial 
reconversion and assure ample funds for business use, the revised tax 
policies, the low-interest-rate and liberal-credit policies designed to 
encourage consumer purchases, the discharge allowances to veterans, 
the foreign aid program, and the educational opportunities afforded 
to veterans which eased the potential influx into the civilian labor 
force so that it rose by only 3 million during the 2 years when the 
Armed Forces decreased by 8 million. 

A shortening of working hours by about 10 percent was also an im- 
portant factor. However, a third force far more important than 
any of these two transitional factors was the permanent improvement 
in the public and private economic policies which had emerged after 
the great depression. These, by maintaining a fundamentally better 
balance between production and consumption at high levels than had 
existed before World War II, maintained in general a high and grow- 
ing level of prosperity even after the sustaining factors originatin 
in World War II had spent themselves. The lesson to be env 
from this experience is that we have it within our means, through 
affirmative public and private economic policies, to counteract any 
conceivable decline in outlays for national defense. 

The decline in defense spending after the Korean war, from a level 
of about $55 billion in 1953 to about 41 billion by 1955, measured in 
1955 prices, was somewhat less successfully counteracted, and the 
economic dislocation of 1953-54 was somewhat more substantial in 
some ways than that of 194446, although very slight when measured 
against concepts prevailing prior to World War II. But I shall not 
discuss this particular transition from war to relative peace in detail, 
since it merges with the following discussion of the general economic 
situation today. 
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SLOWING DOWN OF ECONOMIC EXPANSION SINCE 1953 


The general economic situation now, which has so important a 
hearing upon the economic programs and policies which we should 
now activate rather than defer, may be summarized as follows. (See 
chart, p. 1188.) 

(1) The rate of our real economic growth has been slowing down 
griously. During the years 1947 to 1953, inclusive, the average annual 
mte of economic growth, measured in uniform 1955 dollars, was 
47 percent; during the years 1953-56, it fell to 2.6 percent; and from 
1955 to 1956 it was only 2.7 percent. This last figure is below the 
4-year average of about 3 percent, and less than 60 percent of the 
average for the first 7 years after World War II. Manifestly, since 
the labor force is growing and productivity has the potential for ad- 
vancing at an increasing rate, the decline in actual economic expan- 
sion reflects a seriously growing gap between our economic potentials 
and our economic realization. During the past 4 years alone, our total 
national production in real terms has aggregated 55-60 billion dollars 
below the optimum. (See chart, p. 1189.) 


RISE IN UNEMPLOYMENT 


(2) The shortfalls in production have been accompanied by rising 
memployment. During the first half of 1956, the true level of un- 
employment, including the full-time equivalent of part-time unem- 
ployment and temporary layoffs, was about 4 million, contrasted with 
about 2.6 million in 1953. As a percent of the civilian labor force, 
the true level of unemployment during the same period rose from 
4percent to 6 percent. ‘Toward the end of 1956, unemployment in- 
creased further, and it will inescapably be higher next year, unless 
the rate of economic growth is greatly accelerated above the most 
recent rate. 


CUT IN DEFENSE OUTLAYS AND OTHER INTERNATIONAL EFFORTS 


(3) The inadequate rate of economic growth and of production has 
impacted severely upon some of our most important needs, both inter- 
national and domestic. It has caused us to cut the cloth of our defense 
outlays and other international efforts to fit the pattern of an under- 
utilized total economy. It has caused us to forego urgently needed 
domestic programs; with 18 percent of the 55-60 billion dollar pro- 
duction deficit during the past 4 years, we could have met half the 
shool construction backlog and raised average teachers’ salaries by 
$1,000; with 40 percent of it, we could have doubled old-age assistance 
payments and old-age insurance benefits; with 18 percent of it, we 
could have replaced 1 million slum homes with good homes. (See 
chart, p. 1190.) 

And in a sufficiently larger economy, we could have met these and 
other domestic requirements with a tax burden no larger than what 
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we have borne, and with more Federal surpluses than we have had, 
But the most serious consequence of the inadequate rate of economic 
growth and production has been the effect upon the world situation, 
(See chart, p. 1192.) With the Soviet Union building its economic 
strength several times as fast as we are, despite our much greater 
potentials, it is estimated that their total output will equal ours jg 
30-45 years, and that within about 20-25 years they will have caught 
up to us with respect to industrial output, petroleum, and steel, and jy 
about 30-35 years with respect to electric power. 

Moreover, as we all know, the Soviet Union is employing a much 
larger part of its total economic resources than we are toward building 
military strength, and also for economic penetration into under. 
developed areas with enormous populations. If we pay so little attep. 
tion to these trends and their significance, any move toward disarma. 
ment or relaxation on our part might be an act approximating 
suicide. 

(4) These unfavorable trends in overall production and growth 
are even more serious because they affect various parts of the economy 
very unevenly, and because conversely these uneven developments it in 
various parts of the economy are a drag upon total production and 
economic growth. C omparing 1956 with 1952, the total income of 
the 22 million people in the farm population has declined 17 percent 
in real terms, while total national income has increased 15 percent. 
Farm per c: apita income and living standards are now considerably 
less than half those of the American people as a whole. (See charts, 


pp. 1237 and 1238.) 
SELECTIVE INFLATION A PRELUDE TO RECESSIONARY ‘THREAT 


During the past 4 years as a whole, personal interest income has 

been advancing about 65 percent faster than wages. (See chart, p. 
1241.) Corporate profits have advanced almost 29 percent faster 

than personal income of the people as a whole, and investment has 
grown more than twice as fast as consumption. From fourth quarter 
1955 to fourth quarter 1956, measured in uniform 1955 prices, while 
investment in plant and equipment grew about 10 percent, consump- 
tion grew only about 2 percent. The profitability of small business 
relative to that of big business has fallen from more than 82 percent 
in 1948 to less than 72 percent in 1952, and to less than 55 percent 
in 1955. (See chart, p. 1207.) 

(5) These uneven rates of income development, accompanied by 
grossly disparate trends in prices and production, indicate clearly that 
our problem now is not one of general inflation, excessive economic 
activity, or too fast a rate of economic advance. We are suffering 
instead from a selective price inflation, arising from distortions within 
the structure, which have carried industrial prices upward about 4 
percent and consumer prices upward about 3 percent. during the past 
12 months, although our annual rate of total economic growth in real 
terms has fallen to 2.5 percent during approximately the same period. 

Instead of the current situation being one where prices are rising 
too fast because the economy is growing too fast and straining too 
hard, the situation is one where the economy is growing too slowly 
because some prices and incomes are rising too fast, while others are 
falling too fast or not growing enough, “thus distorting the whole 
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¢ructure. This is not general inflation; it is selective inflation and 
glective deflation as the prelude to a real recessionary threat if cor- 
yective measures are not developed. 


CUTS IN FEDERAL OUTLAYS 


(6) The first cause for these unfavorable trends is that Federal 
outlays for goods and services to meet our national security and do- 
mestic needs have been cut too rapidly. They have been reduced from 
17 percent of our total national production in 1953 to only about 11.5 
yrcent in 1956. During this period, national security outlays have 

n cut from 14.7 percent to about 10 percent of total national pro- 
duction, or a slash of about 32 percent in the portion of total produc- 
tion devoted to national security. (See chart, p. 1202.) 

Concurrently, total Federal outlays for other purposes, basically 
domestic, have been cut from 2.3 percent to about 1.4 percent of total 
national production, or a slash of about 39 percent in the portion of 
total production devoted to these vital purposes. These trends repre- 
snt an extraordinary oversight of needs in both national security and 
domestic areas, not because our economy does not have the potential 
room to embrace these needs, but rather because the growth and pro- 
duction of our economy are being repressed while these needs are 
being inadequately met. And there is no sharp line of division between 
security needs and domestic needs. Schools and resource develop- 
ment are vital to optimum economic strength and to military poten- 
tials also. 

GROWTH OF PRIVATE INVESTMENT OPPORTUNITY 


(7) Due to the repressive impact of public fiscal and monetary 
policies upon the whole economy, and to the distortions in the private 
price and income structure, private investment opportunity is grow- 
mg too slowly in absolute terms, though too fast relative to consump- 
tion; and consumption is growing much too slowly in absolute terms. 
From the fourth quarter 1955 to fourth quarter 1956, personal con- 
sumption expenditures in real terms grew only 2 percent, or even 
more slowly than the grossly inadequate overall growth rate of only 
2.5 percent; and even this laggard growth in consumption and living 
standards has had to be supported by an inordinate credit boom. 


INADEQUACY OF NATIONAL ECONOMIC POLICIES 


(8) Instead of the typical wartime situation when national security 
needs and domestic needs, both public and private, are competing in 
an overstrained economy, we are moving headlong into a situation 
where all major divisions of need are being cramped excessively, be- 
cause total performance is inadequate, and because needs are not given 
proper priority ratings in the application of national economic poli- 
cies. To be sure, there are some bottlenecks, such as steel capacity. 
But policies and incentives should be directed toward breaking these 
bottlenecks, not toward squeezing the economy into the bottle. 


NEED FOR ECONOMIC AND MORAL REARMAMENT OF AMERICAN PEOPLE 


The moral of these economic facts is plain. Instead of tilting at 
ageneral inflation which does not exist, through a hard-money policy 
which inflates those who are relatively too high and deflates those 
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who are relatively too low, we should strive to bring the economy inty 
better balance, so that total production may advance at a rate cop. 
sistent with our potentials. We should bring to bear the pressure of 
public investigation, in order to determine why some prices have beep 
advancing so rapidly with so little justification in terms of the genera) 
economic situation. To expand consumption, we should do more to 
lift farm incomes, and to improve the position of low-income familie 
including social-security recipients. We should bring national pro. 
grams, with respect both to national security and domestic needs, into 
line with our capabilities. 

Above all, through balanced and rationalized programs and policies 
along these lines, we should unsheathe fully and use wisely the great 
nonsecret weapon of the American economy—its full produetiye 
power. Under current and foreseeable conditions, this is the greatest 
step forward that we can take to put ourselves and the free world 
in a position where the prospect of disarmament may become a reality, 

Before we can create a situation permitting disarmament in a tra. 
ditional sense, we need an economic and moral rearmament of the 
American people. Instead of being told what they must do without, 
they should be awakened to what they can do. Instead of mere war- 
ings as to perils, they need the spur and challenge of potentials. This 
is the American road to the future. 


URGENCY OF ECONOMIC PLANNING FOR DISARMAMENT 


As I have been listening to your discussion here I am appalled by 
the sentiment that the problem with which your committee is dealing 
is one to be met only in the long future from the economic point of 


view. 

The general popular attitude on the subject is that with increasing 
world tensions, with the tone of the President’s messages asking for 
more outlays for defense, with which I agree, and pointing to a more 
turbulent world situation with which appraisal I agree, that the 
problem of disarmament is a long way off. Therefore, the problem 
of the economic adjustments which would attach to disarmament is 
assumed to be even further distant. 

Without posing as an expert on the disarmament aspects of it, 1 
think this is an entirely fallacious and upside-down argument 4 
applied to the economic aspects of it, because my philosophy is that 
we can begin to disarm safely in a traditional sense only when the 
Soviet Union becomes convinced that we, the people of the free world 
and the United States-as the central tower of that fortress of strength, 
are getting stronger rather than weaker relative to them. 

When they feel that we are getting relatively stronger, there may be 
some prospect of mutual disarmament. If they feel that we are get 
ting weaker relative to them, it seems to me there is hardly any pros 
pect of mutual disarmament in a traditional sense. 

The things that we have to do to get economically stronger relative 
to them present issues today, and I do not see how we can become 
stronger in any other way unless we are stronger economically and 
unless the free world is stronger economically. 

Some of these issues are to be found in the President’s budget sub- 
mitted yesterday and which I have had an opportunity to examine. 
They are to be found in the seeming disagreement between the Pres 
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dent and his Secretary of the Treasury, in which I agree entirely with 
the President, if I may say so, and they are to be found in every basic 
issue on which the Congress of the United States has to vote in this 
session of the Congress. 

Now my concern as an economist who has had opportunity to exam- 
ine the problems of war and peace as they relate to our economy for 
many years is this: Frankly, I am not primarily concerned about what 
we will do economically to adjust to the problem of traditional disarm- 
ament if and when it arises. We will have problems there, and I am 
going to say something about themif I may. But that is not what has 
concerned me primarily since the start of the Korean war and concerns 
me yet. 

What concerned me primarily then and concerns me primarily now 
is that day by day, month by month, year by year, we have not put 
enough of our economic resources into the task of strengthening our- 
selves and the free world so as to make the prospect of peace, of real 

ace, an ever-increasing reality. 

Not only has our economic growth been too slow, although some 
think it has been too fast, and I will come to that, but we have not 
allocated our existing economic production, which is a task of national 
policy, among the various competing factors seeking to use part of it. 
And to make that simple, I do not think we have put enough of it into 
the things that the Nation needs most from the viewpoint of conserv- 
ing and building its strength. 

This breaks what I have to say down into two parts, and I want to 
take just a few moments to satisfy my first proposition, namely, that 
we have dealt reasonably well with problems of traditional disarma- 
ment, and I think we would again. Then I want to turn to the main 
part of my attention to the economic problems that we need to wrestle 
with now, if we are going to enlarge the prospects for disarmament in 
the traditional sense by making the United States and the free world 
stronger rather than weaker, and by maximizing our potentials. 


RCONOMIC STRENGTH OF THE FREE WORLD AS A FACTOR IN DISARMAMENT 


Senator Humpnrey. May I just interrupt to say, so that we get this 
dear: Your point is that the possibility or the prospects of disarma- 
ment are related directly to the overall preponderance of economic 
strength which in turn can be translated into military strength, if need 
be, as relates to the free world versus the Soviet Union, is that right? 

Mr. Keyseriine. I think that is an extremely important factor, rec- 
ognizing also the other factors to which Senator Wiley referred, what 
goes on in the minds of men, their philosophies, their moral approaches, 
and so forth. 

But I do think that the increasing economic strength of the free 
world relative to the slave states puts us in a stronger posture for any 
eventuality, and that one of the ultimate and underlying causes of 
frictions and tensions, certainly in the underdeveloped areas, certainly 
in the areas of the world which have not made a decisive choice on 
one side or the other, is their economic condition, to which our own 
policies relate. 

Talso think that if we should by any chance run into an economic 
recession or depression—and while I am optimistic, I think there are 
factors in the economy now which certify that as a more serious 
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problem than the so-called problem of inflation, and I would like tp 
say a few words about that later—if that should happen, then indegg 
we would be making to the Soviets a demonstration that would be 
encouraging to them beyond description. 

Therefore the conservation and strengthening of our own economy 
is an immensely important factor in our relative posture as against 
the Soviet world. : 
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This first chart is an overall picture of our economy since 1939 and 
it shows basically how we adjusted to the tremendous and unparal- 
leled cut in defense outlays and in armaments spending after World 
War IT. 

The top line, National Product, is a measure of the total operation 
of the economy—what it produces in the overall, and everything & 


Source of Gosic Goto US Oept of Commerce 
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adjusted to 1955 dollars to make the comparisons meaningful. This is 
what the economy really did, not what it seemed to do in a changing 
price level. This deals with the raw materials of our economic 
strength, how many people were working, what they produced, and 
who got it and where it went from the point of view of building our 
strength or adding to our weaknesses. This red area at the bottom 
is the level of Federal spending for all aspects of national defense. 
The second area, which is in purple, is Federal spending for other 
purposes. The green area is State and local spending, the brownish 
area is private investment, and the blue area is private consumption. 

Just to make this clear for the purpose of the further charts, the 
total of those types of outlays is always equal to the total product of 
the economy. 

We see that in 1944 national defense spending reached a peak of 
more than $140 million. 

Senator Humpurey. That is in 1955 dollars? 

Mr. Keysertine. In 1955 dollars. It is all in uniform dollars. I 
could give it to you in any other dollars, but it would not make any 
difference for the purposes of my demonstration. 

By 1946 it had dropped to less than $30 billion. In 1947 it had 
dropped to less than 20, and it remained in the neighborhood of 20 
until the time of the Korean war. 

Now of course that was a stupendous and unparalleled drop in an 
extremely short period of time, It was not compensated largely 
during that period by increases in other types of public spending. 

I will come to the reasons for that and they are not necessarily 
guides to the future. I am merely describing the situation now. 
As we can see, though, other Federal spending and State and local 
spending went up some, the increases were a tiny bagatelle compared 
tothe decline in total Federal spending. 

Yet, despite that, the overall economy, as represented by the top 
line, took a quite small and short decline. In fact, if we adjust only 
for the changes between measuring the value of war products and 
the value of peacetime products, and if we adjust for the fact that 
there was a 10-percent reduction in working hours, which means that 
you would get 10 percent less at the same rate of productivity, it 
would be fair to say that there was really very little dislocation 
economically after World War IT. 

In 1947 there had been some drop below the 1944 wartime peak, 
but infinitely smaller than the comparative drop in the defense econ- 
omy. By 1950 we were back approximately to the 1944 alltime peak 
level, and then we moved gradually and almost without interruption 
above it until now we are about one full third above the peak level 
of production at the peak of World War IT. 

Now the economists looking backward can give many explanations 
of that, but at the time they thought we were going to have 8 million 
memployed. What are the explanations of it, as I see them? 

In the first place, there were certain natural factors. There was 
$150 billion in accumulated savings. There were certain backlogs of 
residential needs, needs for automobiles, and needs for other durables 
created by the war. 

Secondly and more important than these natural factors—because 
they had been natural factors after World War I, and we had a big 
depression 2 years after World War I, and a much bigger delayed 
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depression a few years after that—were the affirmative conscioys 
public policies. There was a good deal of legislation relating to the 
reconversion of industry and the provision of it with ample funds, 
There was a policy of very low rate money on ample terms to trang. 
late the backlog demand for housing and automobiles and durables 
into the possibility of buying them. There were many policies relat. 
ing to the treatment of veterans, one of which by giving so many of 
them an opportunity to go to school, meant that the reduction of the 
Armed Forces by 8 million in 2 years resulted in only a 3 million 
increase in the civilian labor force, the balance of that readjustment 
being carried over a longer period of years by the schooling of veter. 
ans. These were some of the conscious policies that modified the 
shock. 

Third, and more important even than the conscious policies or the 
natural forces, was the fact that over a generation or longer, as now 
commonly admitted, the American economy both in its private and its 
public economic policies had learned how to achieve a better balance 
within the economy, a better balance between production and consump- 
tion than we had known in the 1920’s or earlier, and therefore had 
powerful forces working for stability which had manifested them. 
selves in this transitional period. The proof that these policies existed 
is that even after the forces of transition were spent, even after the 
backlogs were worked down, even after the temporary transitional 
legislation was no longer operating within the economy, broadly 
speaking, we maintained a much better record of stability and growth 
than we had in earlier periods, as evidenced by the balance of the 
chart. 


I do want to show you this chart on unemployment and employment, 
which supports my assertion that the dislocation in employment after 
World War ITI was even less than the decline in the national product, 
because of the reduction in working hours and so forth. 





nabanbhbeneea fs 286 Ae Of eee foe, 


hai A iin, a, a, eS ae << Se 


£GhAn be ES ae, 


clous 
0 the 
inds, 
rans- 
ables 
"elat- 
ry of 
f the 
lion 
ment 
yeter- 
1 the 


r the 
3 now 
nd its 
lance 
ump- 
e had 
them- 
xisted 
or the 
tional 
oadly 
rowth 
of the 


‘ment, 
, after 
oduct, 


CONTROL AND REDUCTION OF ARMAMENTS 1185 


pomvsterracenmpag S$ 
















S oars ; 
5 ae A 
& re 
S| oie 
= | be | | 
| | | 
S | | Po is 
3 | bed 
QS S Po 
= oS | | . 
@ = 
. S a e | | 
o a! Ee i 
=o 2 S| 
Nj o Qa i 
o | - } & ~ 
m | be ud s 
SS nae 
Si pas | 
x | g Pt 2 
S 5 Pet ley 
| 3 | | 
y | L | 
RU | <a m0 
x | | | 
1) | | | 
Ss + ° 
w= } o < 
i } 
o zl pac hada | 
ee i ie ree aa ee 
=o ~ wo om + a a 


Looking at 1944, unemployment was down to less than 1 million, 
which was, of course, the wartime figure, but after that it never rose 
above 21% million until the minor economic recession of 1949. It rose 
to2.3 million in 1946 and then went lower than that until we got 
into a slight economic recession in 1949 and early 1950, which we got 
out of before the beginning of the Korean war. Thus we had a very 
small unemployment problem by traditional tests following World 


War IT. 
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1929 101933 1948101949 1953 to 1954 


Percentage Decline in Total Output in Constant Dollars 
193! to 1932 


Bureau Economic Research; 1929-1954, Dept. of Commerce 


Not’! 


21, 


w 
” 
isd 
Co 
7 
© 
Ge 
a 
a | 
at 
Lil 
c& 
iJ 
QO 
< 
= 
Lis 
> 
< 
<= 
Li! 
> 


TOWARD AVOIDING DEPRESSIONS 


1920 to 1921 


Dota: 


The next chart shows rather interestingly how much progress we 
have made toward the improved stabilization of the economy. From 
1920 to 1921 we had a 9-percent dip, and in the great depression a 
30-percent dip in our total output. 

The dips after World War IT have both been very, very small. 
Coming to the current situation, I think that we should take heart 
from the demonstrations we have given, although our problems are 
different now than after World War II. We do not have these accv- 
mulated backlogs of demand for residential construction, for auto- 
mobiles and for consumer durables. In fact, housing construction 
has been going down for some time. But more important, we are 
not dealing with the problem now of what we will do if and when— 
we can plan for it but we are not functioning against it—at some 
future time our defense outlays should be reduced by an amount 
which, under any stretch of the imagination, would only be a tiny 
fraction of the amount by which they were reduced after World 


War II. 





| 
3 
3 
a 
2 
; 
z 
$ 
: 
é 
: 
: 


Dota: 1920-21, Noft'l. 


ess we 
From 
sion a 


small. 
_ heart 
ns are 
» accu- 
- auto- 
uction 
ve are 
yhen— 
; some 
mount 
a tiny 
World 


CONTROL AND REDUCTION OF ARMAMENTS 1187 


Logic would tend to lead to the conclusion that if we could take 
in our stride a reduction of more than $100 billion in defense outlays 
ina $300 billion plus economy, a reduction of 10 or 20 or 30 billion dol- 
lars in a $450 billion economy would not knock us for a loop. There- 
fore, and for the other reasons I gave at the beginning, we must con- 
centrate primarily on how our current economic situation bears upon 
the problem of world peace. 

The fact is that the most important element in our economic strength, 
contrary to what we read in the newspapers and what we sometimes 
hear from informed analysts, is how much we are producing and how 
fast the real level of our product is growing. ‘ 

Of course an increasing supply of farm products does not add very 
much to our economic strength if we waste the surpluses, but gen- 
erally speaking it is the most fundamental and sound law of econom- 
ics that you can use only what you have, that the real source of an 
economy’s strength is its product, and that you can grow stronger 
to do the things that you need to do if you meet the separate problem 
of devoting your resources to the things you need to do as you grow 
stronger, because otherwise you are merely trying only in a book- 
keeping sense to do more and more with less and less. 


SLOWING DOWN OF OUR ECONOMIC GROWTH 


Now the amazing thing about the American economy over the last 
few years, when it has been in a competitive race with the Soviet 
economy on the production line, and when our people are told that 
inthe American economy we have this secret giant of strength which 
will always win for us in the long run, is that despite this the rate 
of our economic growth has been slowing down greatly over the past 
few years, and slowing down to rates below the normal 40-year growth 
rate here in the United States. The rate has been even more below 
the average growth rate since World War IT, and slowing down even 
more than that below the full potential of our advancing technology 
and our enlarged and more skilled labor force, as illustrated by this 


chart. 
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AND OUR NATIONAL PRODUCTION DEFICITS 
HAVE RISEN GREATLY 


TOTAL DEFICIT ANNUAL DEFICIT 
( Average) 


1947-53 1953-56 1947-53 1953-56 


Cumulative Yearly Average 


Note: 1956 estimated on basis of first half yeor ond outlook 
Doto: Actual, Dept. of Commerce, estimotes, Conference on Economic Progress 
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RISING NATIONAL PRODUCTION DEFICITS 
MEAN RISING UNEMPLOYMENT 
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Doles 1947-ist half 1956, Dept. of Commerce; estimates for 1956 as whole, Conference on Economic Progress. 
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The top part of this first chart expresses in uniform dollars the 
sverage annual rate of growth of the total product of the United 
States since the first year of real demobilization after World War II. 
During the first period, which ran through 1953, it was about 4.7 per- 
ent. During the second period, which ran from 19538 through 1956, 
it was about 2.6 percent. (The figure of 2.9 in the chart was an 
arly estimate.) The year 1953 appears in both periods because it 
happened to be a year of transition toward an economic recession, and 
because in the classification of the periods, 1953 fell in some ways nor- 
mally in one period, and in some ways normally in the other, but it 
ould not change it much if you shifted one year over to one side or 
the other. 

Senator Wier. How do you define economic growth? What are 
the factors there ? 

Mr. Keyseruinc. Economic growth is the total growth of the total 
nitional product, as shown in the previous chart, adjusted for price 
change. In other words, if it is 400 in one year and 440 the next year 
after adjustment for price change, then the growth would be 10 per- 
ent. If it was 400 one year and 390 the next year, that would be a 
oss of 10 on 400, which would be a decline of a very much smaller 
amount. 

Senator Witry. That is how you get your percentage. Do you take 
into consideration the increase in national income there, too? 

Mr. Keysertina. The national income is a component part of the 
total national product, usually running about 75 percent of it. 

So here we see that in the last few years our rate of economic growth 
has slowed down, and I will come to some of the factors affecting it. 

Now, even more significantly, and I have not had the time to put it 
m this chart, if we take the fourth quarter of 1956, which we have just 
passed through, and compare it with the fourth quarter of 1955, the 
ral growth rate adjusting for price change was only about 2.5 per- 
ent. This 2.5 percent rate of real economic growth is contrasted with 
44-year average of 3 percent in the United States, and an average in 
the United States of well over 4 percent since World War IT, with a 
noreadvanced technology. 

If the only problem that we had to worry about was whether we 
have enough resources to build the schools we need, the hospitals we 
need, the roads we need, and to bring some of our low-income families 
up toa better standard of living, this extremely low rate of economic 
growth would be serious enough. But it becomes not only serious, but 
in immediate and pressing economic problem of the first magnitude, 
ind enormously closely related to the world situation, when while we 
are concealing by inaction our technological capabilities and our pro- 
ductive abundance, the Soviets are so effectively using theirs—effec- 
tively by their tests. 

_Tam not talking about my disbelief in their system or my disbelief 
m their objectives, but I think nothing could be more unfortunate 
than to refuse to see what you do not like to see. 
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[have a chart here which shows a few things about the rate of Soviet 
eonomic advantages, and in taking account of that, we need also to 
ok at the fact, which we all know, that they are using a relatively 
larger part of their economic strength both for a military buildup and 
for the economic penetration of underdeveloped areas. While ve knew 
their total national product now may be only half of ours or there- 
abouts, quite aside from the fact that they are moving upward faster, 
we know that they are putting a much larger part of their output 
through a rigorous policy of resource use, into the industrial compo- 
nents of armaments, into armaments themselves, and into economic 

netration into other areas. 

Here in this chart is the best advice we have been able to get merely 
with respect to how long it will take them to catch up with the United 
States, not assuming that we continue at the laggard rate of 2.5 
percent or 3 percent, but assuming even that we proceeded at what 
night be called the long-term normal rate of 314 or 4 percent. This 
shows that with regard to industrial output, at recent rates of growth, 
they would be up with us in about 20 to 25 years. And what is 20 or 25 
years in the history of anation? That with respect to petroleum, steel, 
about 20 years also, with respect to electric power about 30 years, 
and with respect to total output, which is not too significant because 
itdepends upon how you use it, the Soviets would catch up in 30 to 
4) years. 

Senator Pasrorr. Now would that 20 years be by our standard or 
by their standard ¢ 
‘Mr. Keysertine. That is not by anybody’s standard. This is a 
crude measurement of how many barrels of oil you are producing and 
how many units of electric power and how many tons of coal, and 
~ forth and so on. 

Senator Pasrore. Therefore it would be by a uniform standard? 

Mr. Keyserzine. By a uniform standard, of course. These are 
physical measurements of production. They have nothing to do with 
economic systems or methods of measurement. 

Senator Pasrore. The reason I asked was because you made the dis- 
tinction before, that by their standards their growth was more rapid 
than ours, but not necessarily by our standards. 

Mr. Keyseruine. No. 

Senator Pasrore. This meeting point is by a uniform standard ? 

Mr. KeysertinG. This is by a uniform standard. The meeting point 
isbya uniform standard. 

Senator Humpnrey. Did I understand what you meant. by the 
other, Mr. Keyserling, was by the use of their productivity on the 
sis of their standards, that use was going into the military and the 
capital goods outlay more than into the other? 

Mr. Keysertine. That is right. I did not mean that their growth 
vasmore rapid than ours by their standard. Their growth is several 
times as rapid as ours by any standard. I merely interpolated a sub- 
jective evaluation of my preference for our values over theirs, while 
itthe same time we must be awake to the fact that their values may 
bea menace to us. 

We may value having 50 horsepower added to our automobiles 
‘ery year or having more chromium on the bumpers every year more 
thin we value armaments, and I think we do in the subjective human 
sense. But that does not mean that a nation which is putting more 
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and more of its resources into chromium bumpers every year cap 
compete in the kind of world we live in, unless it wakes up fully tog 
nation which has the other values. That is the only point I am trying 
to make. Goodness knows, I wish we lived in a world where they 
accepted our values. But I think they would accept them only ag we 
become economically stronger faster than they, and not if we dem. 
onstrate that we are not competing with them, even in that area wher 
our people are being told that this is the unique genius of the 
American productive system. 

I think we have that unique genius. It is not our productive poten. 
tial that is falling. Our technology is greater now than it was 10 years 
ago. Our ability to increase production per year is greater, The 
skills of the labor force are increasing at an accelerating rate. Farm 
productivity, as we all know, is increasing at an accelerating rate 
Industrial technology is increasing at an accelerating rate. Auto. 
mation is being applied into new areas. It is not that the potential 
is falling from year to year. It is that the actuality is falling from 
year to year. 

Senator Wirry. What are those six items? 

Mr. Keyseriine. On this chart? 

Senator Winey. Yes. 

Mr. Keyseruinc. The first is total output which is comparable to 
our national product. The second is industrial output, represented 
by the year-to-year change in our industrial production index, which 
charts the composite movement in the production of steel, coal, 
and everything that enters into industrial production (i. e., mane 
facturing and mining). The third is coal; the fourth is petroleum; 
the fifth is electric power; and the sixth is steel. 



























DISTORTION, RATHER THAN INFLATION, OUR PROBLEM 


I think the next question that would come naturally to one’s mind 
is that if our economy is growing so much more slowly than it 
should and could, if we are lagging behind, why do we have inflation, 
and is the main problem inflation? I do not want to get excessively 
complicated, but I think it is so necessary to explain this point that 
I want to say a few words about it. 

From my viewpoint there are two kinds of inflation. Take a war 
situation where the total demand for goods and services is running 
above the total productive power of the country. You have a vat 
expansion suddenly in defense outlays and in business expectancies 
You have tremendous consumer demand because workers are earning 
wages, but volume of the consumer goods is being reduced or held 
stable. Therefore you have a total demand in excess of what th 
economy can provide, even when it is producing to the limit, evel 
when its capacities are strained, even when it is expanding in red 
terms as the economy did during wartime, by 5 or 6 or 8 or 10 percent 
a year. That is a true inflationary situation. In that kind of situe 
tion, you need restraints on everything that can be postponed, r 
straints on hospital building, restraints on residential constructiot, 
a very drastic hard money policy, very high taxation, for this is a tr 
inflationary situation. 

Today you have an entirely different thing. Today you have tht 
economy operating well below full production and full employment 
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asshown by some of my earlier charts. The inflation you have is what 
[call a selective inflation of particular kinds of prices and particular 
kinds of incomes and particular kinds of profits, while at the same 
time other kinds of incomes and other kinds of profits and other kinds 
of prices are moving downward. In other words, you do not have 
inflation, you have distortion. You have high prices in some areas, 
but these are not generally the byproduct of any economy that is pro- 
ducing too much or rising too fast or straining its resources. You 
have the economy moving too slowly as a result of the distortions, 
which are creating the high prices in some areas and the low prices 
and incomes in others. 

Now let me give a few specific examples. The automobile industry 
raised its prices last year. Was there an automobile surplus? The 
steel industry raised its prices in 1949, but they were operating at only 
about 80 percent of capacity. In other words, to a great extent we 
are living in an administered price structure where at certain periods 
inour economic development we run into distortions, which force pro- 
duction and consumption and employment below our full capabilities. 

Now that is the kind of situation which has prevailed over the past 
few years in the American economy. I have charts illustrating much 
of this in detail. They contrast farm income with other kinds of 
income. ‘They contrast relative rates of change in incomes in various 
parts of the economy. And they show that through such a policy, for 
example, as the hard money policy, which is supposed to be an anti- 
inflationary policy, and which would be properly adapted to a war- 
time situation where you have a total overall straining of the economy, 
we are in effect inflating and propelling and encouraging those parts 
of our production which are relatively too high, and incomes likewise, 
and relatively deflating those parts which are already too low. 

To state it more specifically, our plant and equipment investment 
bom during the past couple of years would not be considered too 
high if our total output were growing at a rate of 4 to 41% percent a 
year, but it has been too high relative to the growth in the rest of the 
economy. It has been too high relative to consumption. Conse- 
quently, that investment in plant and equipment may not be sustain- 
able over the next couple of years, which creates dangers for the whole 
economy. 

Conversely, our investment in national defense has been too low, as 
has been our investment in schools, our investment in the improvement 
of the farm-income situation to improve consumption, our investment 
inhospitals, our investment in our natural resources—in other words, 
our investment in the real sinews of our economic strength. With 
these larger investments our productivity would have grown faster 
and the economy would have been brought into a balance from which 
we could continue to grow at a higher rate. 

Now, what does this mean? This means, in short, if we accept 
the general idea that we are moving too fast in the overall, that we 
cannot afford to do what we are now doing in real economic terms, 
then we want to cut back on everything that we possibly can. This 
would mean that we want to shave national defense below the Presi- 
dent’s estimates, which do not seem to be high. We would want to 
shave the building of our domestic economic strength, the schooling 
of our children, the training of our technicians, the building of our 
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rundown communications. We would want to scale all those down t, 
the limit because we are moving ahead too fast. 


ECONOMIC POLICIES SHOULD BE DETERMINED BY A SENSE OF NATIONA) 
PRIORITIES 


If, on the other hand, we realize what I think is the true situatioy 
that there are distortions in the structure, and that we have to haye 
a sense of national priorities, then we will realize that we do hay 
and must utilize the productive power to do in ample and just propor. 
tion the things that we need most. If we then find that there ay 
some things that have to be cut, there are a range of national economir 
policies which can scale down the operations in the areas that are oy 
the high side. 

1 don’t think that the problem is acute. I am not talking about, 
program that will require price or wage controls or the wartime Lype 
of controls. I say that if we go ahead and budget the priorities of 
our needs for national defense, for economic assistance overseas, for 
the building of our domestic strength in the areas that count most- 
education and skills and health and training and communications 
and resource development—I say that we have the plenitude of re. 
sources in our American economy to do these things, that we would 
have less inflation because the economy would be in better balance, 
that we would have a faster rate of economic growth because th 
growth is now being repressed by the retardment of these basic con- 
ditioning elements, and that we would be infinitely stronger with 
respect to the long-range problem of showing to the rest of the world 
concretely and affirmatively that America was a Nation that could 
afford to do the things that it has to do. 

Senator Pastore. On that question, how would that affect the tax 
structure or the balancing of the budget ¢ 

Mr. KeyseriinG. Senator, I have detailed, meticulously worked 
out demonstrations on all these points, but I am trying to save your 
time. 

Senator Pastore. You are going to get to it é 

Mr. Keysertine. I will answer it right now briefly. I am not 
going to get to it because it is too long, but I will answer it briefly 
now. I can make available to you a detailed analysis of this problem 
which deals with real economics and not with just bookkeeping. This 
analysis shows that if, over the past 4 years, we had had a somewhat 
different organization of our economic pattern and maintained a full 
rate of economic growth rather than a retarded rate of economit 
growth, we would, at the existing tax rates, have had enough revenues 
to have more budget surpluses than we have now. 


A NATIONAL PROSPERITY BUDGET 


Of course a lot of people think it is foolish to say that the state 
of the Federal budget depends on the state of the national economy. 
That is newfangled. I don’t think so. Mr. Chairman, I think that 
the Federal Government is one department in the functioning o 
the American economy. It is an agent of the American economy. 
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ADJUSTING FEDERAL BUDGETARY OUTLAYS 
TO SOME GREAT NATIONAL PRIORITIES 


(1954-57 Estimated Annual Averages, Fiscal Years; 1960 Goal, Calendar Year; 
Per Capito Figures in 1955 Dollars ) 
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* For the period fiscal 1954-57, it 1s estimated thot the Federal Government will toke in more than it spends for housing 
ond community development 
Dota: Outlays, Fiscal 1954-'57, Bureau of the Budget, output, fiscal 1954-56, Dept of Commerce; output fiscal 1957 
estimoted by Conference on Economic Progress. 
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Expenditures 


(incl. Net Foreign) 
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------- Government Purchases 
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What We Can Do in 1957-1960 with Full Production and Full Employment 


Furthermore, I have projected ahead until 1960 what I call am 
tional prosperity budget, which makes use of certain assumed, but! 
think realistic, rates of growth in what I call the national priorities 
that we need most, as well as in the total growth of the economy. 
This budget allows for larger national defense. Note that in chart 
9 the estimates for 1950 are preliminary and are higher than most 
recent estimates. I am not an expert on that, but it allows for it 
because those who know seem to think we need it. It allows for mor 
international economic assistance, which I happen to believe in. 

It allows for making heavy but reasonable inroads into the problem 
of our schools and our hospitals and our roads and our domestic im 
provements. But it allows also for the private side of the economy. 
It allows for a healthy growth of business investment: it allows fora 
strong growth in private consumption; and it reconciles all that into 
an economic budget, which is more important than the Federal budget, 
for the Federal budget is merely a part of the Nation’s economlt 
budget. This budget shows how, on this basis, with an adequate rat 
of economic growth stimulated and encouraged by these programs, 
we would have higher surpluses at current rates of taxation. 
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GEARING OUR ECONOMIC POLICIES TO THE WORLD STRUGGLE 


[ think that is the question you raised. I have not documented it. 
[have merely stated it definitively, but I can document it with de- 
tailed studies if you might be interested in seeing them. | 

In other words, we live ma world where it is even more important 
(o gear our economic policies to this world struggle than to gear our 
disarmament policies of years from now or our military policies of 
today to the economic struggle. 

Believe me, I am not making a partisan argument. I felt this 
way at the time of the Korean war, and I have no hesitancy in saying 
it publicly. I was one of those who believed that we could afford to 
put somewhat more of our resources into our basic industrial under- 
inning and into our immediate production of weapons than some 
of us thought we could do without damaging our economy. So what 
happened? What happened was that in far-off Korea while the 
American people had been told that we were so productive a nation 
and had so much ingenuity and such wonderful plants that though 
we did not have. more men that the Soviets and their satellites, we 
could outgun them, outplane them, outraise them, outmachine them 
anywhere in the world. Well, we did not outdo them at every turn. 
Perhaps we were too complacent, for we certainly have the power and 
the ability to do all these things. 

Now let’s look at the present and project into the future. The 
same thing is happening again. We are saying that we cannot af- 
ford to do the very things that are the main sinews of our economic 
strength. We are telling the American people what they must do 
without, instead of telling them what they can afford to do. Psycho- 
logically and morally as well as economically I think it is the wrong 
approach, because in the long run the free peoples of the world, and 
particularly in the United States, have to have a challenge and not 
just a prohibition. ‘They have to have hope and not just fear when 
itis legitimate and reasonable. 

Senator Pastore. I was not being critical. 

Mr. Knysertrnc. No; I know you were not. 

Senator Pastore. I hope you do not misunderstand me. 

Mr. Krysertine. I am agreeing with you, Senator. 


EFFECT ON OUR TAX STRUCTURE AND ON THE BUDGET 


Senator Pastore. You are saying now that possibly we should 
devote more time and more money and more capital investment to 
the things that we should have, and you made the distinction maybe 
a hospital instead of a plant expansion, in order to do away with 
this lopsidedness you have talked about. All I have asked you 
presently, if that were invoked as of now, how would that affect our 
lax structure or how would that affect the balancing of the budget? I 
an just trying to assimilate that in my own mind. 

Mr. Krysertine. I think it is a good question, Senator, and let 
me try again to answer it very briefly. I have projected over the 
next 4 years, merely for purposes of analysis—I mean this is not the 
one pattern of development that is sacrosanct or correct—a level 
ofinvestment in plant and equipment, which I believe in, high enough 
to support our growth to a $500 billion economy in real terms within 
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a few years. I have projected a growth in consumption high enough 
to support a rising standard of livi ing and an expansion of ‘those pro- 
grams which we most need, such as better treatment of the aged, 
and so forth. I have projected along with that an enlarged utiliza. 
tion of our resources in absolute terms and a somewhat larger per: 
centage utilization for national defense, for international economic 
assistance, for the things that we have to provide adequate eduea- 
tional, medical, and other services, such as building schools, hospitals, 
etc. (See chart on p. 1198.) 

Then I have reconciled all of those into a unified budget picture, 
which shows whether our economy from the viewpoint of its resources 
and its manpower can st: ind the strain without inflation, and second, 
reconciled it with the Federal budget by examining what expenditures 
on the outlay side and what income on the revenue side this pattern 
would yield” at given levels of taxation. The result I come wp with 
is that if we grew at the rate of 4 to 414 percent a year, which i iS oUF easy 
potential, instead of at 21% percent a year, we could e¢ arry these addi- 
tional factors, which in themselves are elements of this growth, and 
at the same time have a sufficiently higher level of revenues from the 
larger national product and the larger incomes to have budget sur- 
pluses as large as we are now demonstrating. 

Senator Humpnrey. May I just interrupt? 

Senator Wiley has made a suggestion here which I want to dis. 
cuss with Mr. Keyserling for just a moment. 

We have a witness coming at 2 o’clock this afternoon, Mr. Albert 
G. Hill, Director of Research of the Special Weapons Evaluation 
Group, Department of Defense, former head of the Lincoln Labora: 
tory of the Massachusetts Institute of Technology. He is a technician 
in the field of weapons, and we want to hear him. He is on limited 
time to us because of his assignment in the Department. 

Mr. Keyserling, Senator Wiley is very desirous, as am I, to have 
you go through some of those other charts here. I think this is 
tremendously valuable information for us. Needless to say, it is the 
first time I think the subcommittee has heard this kind of appraisal. 
I regret that more of our colleagues are not here, but the ranking 
member of the Foreign Relations Committee, my friend Senator 
Wiley, has made this request. I wonder if it is possible for you to come 
back this afternoon. 

Mr. Keyserirne. I know you are a busy man. 

May I also say that in Senator Wiley we have one of the men that 
I am most glad to see here. 

Senator Humpnrey. Thank you. 

Senator Pastore. Are you going to stop now ? 

Senator Humpnrey. I thought we might. 

Senator Pastore. Couldn’t we go on a little longer since I won't be 
able to be here this afternoon. Could we go until about 12: 304 

Senator Humpnrey. We will accommodate both of you good com- 
patriots. 

Proceed for at least another 20 minutes, Mr. Keyserling. If you 
will come back this afternoon about 3 o’clock I would appreciate it. 

Mr. Krysertine. That is all right. This is sort of a distorted pre- 
sentation because I skipped over things and now I am coming back 
to them in sort of a fragmentary way. To summarize what I said, 
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[think it is unchallengeably demonstrable that the rate of our eco- 
jomic growth or growth in production, which is the real source of 
all our economic strength, both domestic and international, has been 
movin substantially downward. _This has been hidden from the 
genera public by the fact that prices have been moving upward so 
that the increase due to the price change has been confused with an 
increase in real product, and it appears that we are going up faster 
than we are. For example if you look at the total national product for 
the last quarter of 1956, and compare it with the total national product 
for the last quarter of 1955, in current prices, you have a much higher 
igure in the later period. But when you adjust for price change, 
which shows the wholesale price index up by 4 percent, and the con- 
sumer price index up 3 percent, you see that there has been a growth of 
oily about 2.5 percent. 


THE DANGERS OF COMPLACENCY 


The second reason why there is complacency is that people say the 
figure now is higher than ever before. Well, the illustration I give 
of that is of the proud mother who said that her litle boy was now in 
the sixth grade, higher than ever before, and a malicious neighbor 
aid “How long did Johnnie take to get to the sixth grade?” and the 
mother said, “It took him 2 years to get from the fifth grade to the 
sixth grade, but he is higher than ever before.” 

The important thing is whether the economy is registering and man- 
ifesting its normal rate of growth or is it beginning to show signs of 
sackening, a slowing down due to dislocations which we should 
take account of before we are lower than ever before, or at least lower 
than ever before in recent years. 

Furthermore, we cannot satisfy ourselves merely with the level 
of our aggregate. I have talked about the chromium bumpers and 
the planes and tanks, or if you please, the schools and the roads. 
We sve to look at the composition of our product. Along with the 
sackening rate of economic growth, there has been a change in the 
womposition adverse to what I think anybody in these times would 
regard as a reasonable composition, and that is not socialism. 

It is not socialism to say that we need schools more than some other 
things. Since some of these things are provided by legislation, they 
naturally fall in the area of legislation in national policy. Schools 
do, national defense does, resource development does. 

I would like to indicate a few of the actual developments which 
have been the segmental parts of this overall picture. First of all, 
kt’s take Federal outlays, which is a very important matter to the 
Congress, because it. involves everything. I am not against true 
eonomy, which is getting as much as you can with every dollar that 
youuse. I am not against true economy in devoting your budget to 
the purposes most needed. But I do believe that in the world in 
which we live, the things which we do jointly through a government 
which represents the people, are important parts of the priorities of 
the things that we need to do. (See chart on p. 1202.) 
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_ SHARP DECLINE IN FEDERAL OUTLAYS 
FOR GOODS AND SERVICES HAS CAUSED 
DEFICIT OF $12¢BILLION IN PUBLIC OUTLAYS 
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Let’s look at what has happened. Comparing 1956 with 1958, and 
[could carry it back further, Federal outlays as a percent of total na- 
tional production have declined severely. A nation of 168 million 

Je needs more of some things than the same nation when it had 
150 or 120 million people. An economy with a real production of 
$400 million can afford reasonably to do more than an economy with 
a production of $300 million. In the bottom segment of the chart, 
J have related our Federal outlays by goods and services to our 
national production. The chart shows that over a span of a few 
years, the proportion has fallen from about 17 percent to about 12 
percent. A decline from 17 to 12 does not sound like much but it 
isroughly a 30 percent decline. 

Senator Wirry. In that figure is the matter of Federal outlay, for’ 
I think we have got $7 billion in surplus material—is that in there® 

Mr. Krysertine. That part of it which was purchased in the year 
depicted is in there. In other words, this does not include property 
holdings of the Government. This is a concept of how much the 
Government is spending each year as it relates to what the national 
economy is spending each year and producing each year. 

If the Federal Government spent $1 billion in a year to acquire 
weapons, that would enter in here, but the total size of the weapons 
stockpile would not enter in. If the Government spent $1 billion in 
a year for the construction of public buildings, it would enter in, but 
the aggregate value of existing public buildings would not enter in. 

This concept of Federal spending shows what part of what we 
produce each year is being bought currently by the Federal Govern- 
ment for national defense, administration of Government, develop- 
ment of natural resources, etc. 

Senator Wixry. Is foreign aid included in there? 

Mr. Krysertinc. Foreign aid is in here. The expenditures for 
“National Security” have dropped from almost 15 percent to about 10 

reent. That is a 30 percent drop in the ratio. The expenditures 
for “Other Federal Outlays,” have dropped from about 3 percent in 
1953 to about 1.4 percent in 1956, or an even larger comparative drop. 
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FEDERAL BUDGETARY OUTLAYS FOR OUR 
GREAT NATIONAL PRIORITIES ARE LOW 
RELATIVE TO OUR NEEDS AND RESOURCES 


( Annual Averages, Fiscal Years; Outlays Per Capita in 1955 Dollars ) 


HOUSING NATURAL EDUCATION PUBLIC 
HEALTH 


OUTLAYS OUTLAYS OUTLAYS 


Per %of Total Per % of Total Per % of Tota Per % of Tot 
Capita Output Capita Output Copita Output Copita Output 


1947-53/$291 14 =, 1947-53 | $731.34 | 194753 | $.85 .04 947-531$1.78 .08 
1 1954-57 672 28 1954-57] 1.93. 954-57 | 2.11 
ok 


| 

| LABOR, MANPOWER | ECONOMIC AND 
| ANDOTHER | TECHNICAL AID 
| WELFARE SERVICES 


—_ 
‘ 


IZ 
UTLAYS 
Per % of Total 


OUTLAYS 
Per % of Total 
Copita Output 


OUTLAYS 


Per % of Tota 
Capita Output Capita Output \ Capita Output 


1947-53|$294 14  !1947/53|$3370 1.46 | 1947-83 $5722 2.56 
1954°57| 297 .12 | 1954°57 10.88 46 | 195487 3305 1.39 


1947-53|$7.74 .36 
1954-57} 893 .38 


. For the period 1954-57, the federal government is expected to take in more thon it spends on housing, 


Doto: Budget outlays, fiscol 1947-57, Bureau of the Budget; total output, fiscal 1947-56, Dept. of Commerce; 
total output fiscc! 1957 estimated by Conference on Economic Progress. 
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[ have some of this broken down on the basis of specific individual 
items. Our national resources are basic to our economic strength. 
Throughout our whole American history our national resources have 
been absolutely essential to our development. I do not want to go into 
the details of it here. But average annual outlays for natural resources 
during the past 4 fiscal years have dropped to about $6.72 per capita 
as against $7.31 in the prior 6-year period, which incidentally in- 
eluded the Korean war period. As a percent of national output, such 
outlays dropped from 0.34 to 0.28 percent, or a drop of more than 
16 percent in the ratio. fl 

Adding all these great national priorities together, and including 
international economic assistance, to which you referred, Senator 
Wiley, total outlays for all of the vast purposes which make our 
strength as a Nation, aside from national defense, have dropped from 
2.56 percent of our total product, to 1.39 percent, which to me is 
amazingly low. 

FOREIGN AID FIGURES 


Senator Witry. Would the difference in foreign aid make that 
much difference’ I think our difference in foreign aid runs down to 
about 7 billion now and was 7 billion. 

Mr. Kryseriing. On foreign aid I have the figures here, outlays 

Senator Witry. | mean the total, final figure. 

Mr. Keysertinc. Well, there are other items that enter into it 
besides foreign aid. ‘There are many others. My foreign aid item 
refers to economic and technical aid, and does not include military 
aid, which is part of national security outlays. 

As I said the outlays for resource development, the outlays for hous- 
ing and others have fallen tremendously. The outlays for education 
have risen very substantially. In fact on a per capita basis the out- 
lays for education—and this is just the Federal side of it—have about 
doubled as a ratio for the national product over the past few years. 
My only point here, and I think it is an immensely important point, 
isthat only 0.8 percent of the Federal budget for the improvement of 
education is a fantastically low figure even if it is twice 0.4 percent. 
It is a commentary on our sense of national priorities, so I am not 
too impressed by the mathematical increase in the figure. I am more 
impressed by the lowness of the figure. 

This includes all of these areas, Senator Wiley. If you are partic- 
ularly interested in economic and technical assistance overseas, the 
per capital outlay has fallen—this is in uniform prices—from $33.70 
m 1947-58, to $10.88 in the last 4 fiseal years. I think it should have 
fallen some. . You had war-torn countries right after World War II, 
which needed substantial help, and so forth. Asa percent of our total 
output, that is a percent of our economic strength, this aid has fallen 
from 1.46 percent, which is low, to 0.46 percent. In other words, meas- 
wed against our economic strength, such aid has been reduced to 
about one-third of the earlier level. 

If, as a matter of national policy, we want to do that, that is up to 
the Congress and up to the President. I personally do not believe in 
it, but Iam not here to express that point. Iam merely making an 
‘conomic analysis. But I am saying from the viewpoint of the 
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strength of our economy and the capacity of our economy, the argy. 
ment that we are now in an inflationary situation where we mugt, 
against our national security needs, against our real economic strength 
needs, squeeze smaller and smaller and smaller the things that mean 
most to our strength, is an erroneous argument. 

As we all know, the level of Federal outlays has what the economists 
call a multiplier effect on other segments of the economy. It affects 
the rate of investment and the rate of consumption, and hence total 
economic activity. 

We talked a little while ago about investment and consumption, 
I am a strong believer in improving our plant and equipment, | 
think machines and tools are the secret of the strength of the Amer. 
ican economy. But it has been a chronic problem in the American 
economy, in anything short of full wartime, that our productive capac. 
ity tends to outrun our consuming ability. ‘That remains undisclosed 
for a while, and then it bursts forth with sudden fury. 


INFLATION DUE TO IMBALANCE IN THE ECONOMY 


The only place it has burst forth with sudden fury recently is in 
the farm sector. But it is going on elsewhere. During the last 12 
months investment in plant and equipment increased about 10 percent 
in real terms, but personal consumption expenditures of the whole 
American population increased only 2 percent, and there is an imbal- 
ance there. 

The present inflation is a part of that imbalance. It is nota 
situation where the inflation is caused as in wartime by too high a 
level of consumption plus too high a level of investment plus too high 
a level of military outlays, and so forth. It is the other type of situ- 
ation where the imbalance is between the farm prices and the indus- 
trial prices. Many industrial prices are rising even in areas where 
there is no pressure on supply, and thus tend to restrict the consump- 
tion of the people. 

I have other charts here which show the relative rates of growth 
in investment and in incomes, the relative trends in farm prices and 
in industrial prices, and the relative trends of incomes among families 
of different income groups. All of these show gradual worsening 
of the situation, creating more imbalances rather than less. The 
relative profit rates of small business in comparison with large busi- 
ness is another evidence of lack of balance. 

Our economy has a tremendous amount of momentum. It is much 
stronger than it was before World War II, but we are moving slowly 
into a situation such as that described last year by Fortune magazine 
as existing in the twenties prior to the crash. To illustrate this very 
simply, when some of us stated imbalances between production and 
consumption were a serious problem in the American economy of the 
twenties, that was labeled as “esoteric” when it was happening. But 
last year Fortune magazine conducted a three-issue study of this 
subject and said the first greatest reason why the economy crashed in 
1929 was that the rate of productivity advance, which I am talking 
about now, was not being transferred into an adequate and comparable 
increase in consumption. 

They made that great finding. The second great finding they made 
was that the reason we recovered so slowly from the depression was 
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that Roosevelt was a conservative who tried to balance the budget too 
fast every time employment began to increase a little bit. And when 
employment got down to 9 million he tried to balance the budget, and 
that gave us the depression of 1937. 

These are findings of Fortune magazine, not of Leon Keyserling. 
When it was happening, of course, the people who talked about it were 
“esoteric.” 

Senator Humpurey. That is an awfully nice word. I would call 
itsomething different. 


THE PRICE OF EGGS AND THE PRICE OF OIL 


[noticed in the financial pages last week the report on petroleum 
products. At the very time there was an announcement of a rather 
sharp increase in the price of crude oil and refined petroleum products 
the report figures on the petroleum industry were released, and in gen- 

87319—57—pt. 128 





1208 CONTROL AND REDUCTION OF ARMAMENTS 


eral it showed that the domestic production was up substantially, anq 
it also showed that the reserves of processed or refined gasoline wer 
larger than it had been the month before or the year before, 

With the exe eption of fuel oil, I think, there was a greater regepy. 
of petroleum products on hand than there had been the year before. 
Yet, for some strange reason, the price went up. 

Now, if a farmer did th: at. you know they would run him ont of 
the country. I had 60 farmers in from my State yesterday, They 
told me that eggs sold in Minnesota last week for 27 cents a dozen, 
That is the best. They average out 22 cents. They went over to the 
Department of Agriculture to see them about it, and the Assistant 
Secretary said there is a real reason for this. “You have got more 
eggs this month than you had a year ago this same month,” he said 
So” my simple mind says if the price of eggs goes down because you 
have got more eggs now in JJ: anuary 1957 th: an you had in January 
1956, then why doesn’ t the price of oll godown? They have got mor 
oil in January 1957 than they had in 1956. 

Mr. Kryseriing. Senator, let me try to explain that. 

Senator Humrnurey. I am very upset about this, because while we 
need eggs in Minnesota we also use a lot of fuel oil. It is cold out 
there. 


A FREE MARKET AND AN ADMINISTERED-PRICE ECONOMY 


Mr. Keyseruing. I can give you an explanation of this which also 
explains the confusion about whether we are inflated or not inflated, 
deflated or not deflated. 

They used to tell us in school that if you had 100 apples and 10) 
people wanted to buy apples, you could sell them at one price; but 
that if you had 100 apples and 99 people wanted to buy apples, the 
price would go down. 

That is true under the normal free-market laws of supply and 
demand, but it is not true if one person has all the apples and wants 
to maintain the price. I can have 100 apples with 80 people wanting 
to buy apples, and if I am the only one who has apples and people want 
apples, 1 can maintain the price even if there are only 80 people that 
want to buy them. 

We are confusing a so-called free-market economy with an admin 
istered-price economy. ‘The free market often operates against farm 
prices, so that the farmer takes a tremendous reduction in prices when 
there is a small discrepancy between what he has to sell and people 
want to buy. In my judgment, this is one of the reasons why. the 
people as a nation should help the farmer more than they do, because 
he has that natural disparity of treatment in the market place. 

This is not true within the administered price structure. During 
the great depression of the thirties, when the overall economy de 
clined 30 percent in real terms in 4 years and when steel was operating 
at 30 or 40 percent of capacity, if my memory serves me right, there 
was very little reduction in steel prices. Again making an analogy 
with the farmer, he suffered tremendous reductions in prices over 
the period—and T am not saying this in criticism of the steel indus 
try, or any other industry. Mayl be we have a stronger economy today 
because some sectors have learned to protect themselves better than 
others. 
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Let’s compare the steel industry with agriculture in another respect. 
We had a big increase in steel prices some time this year, which you 
all recall. As per usual, they said it was due to wage increases. 
There is a lot to be said on that when you analyze what their in- 
ereased wage costs were as against what their profits had been, and 
« forth and so on. But here is the interesting thing: Even they 
jid not say that the increase in steel prices was due mostly to the 
increase in wages. They said, “We need these steel price increases 
« that we Ww ill have the money to build new plants.” 

Let’s think about that for a minute. If a farmer wants to buy a 
tractor, does he get the money to buy the tractor from financing out 
of the price structure before he buys it, or does he have to, in the ‘good 
dd American way, take the tractor and try to make his land more 
productive with the tractor, and then hope and pray that ultimately 
he will get paid for using the tractor, or if a dentist wants to buy a 
chair to ‘put in his office, does he finance it out of his customers before 
he buys it? Presumably not. He pays for it by using it, and that is 
the American w ay. But the steel industry says, “We w: unt to finance 
ot of the price structure before the plants are built,” and then 
obviously, although they do not say so, after the plants are built, pro- 
ductivity increases again, and their real costs per unit are reduced, 
o they get paid again out of increasing productivity. 

As soon as the profit lists show how much they are making, then 
there is another legitimate request for wage increases and as soon 
asthe wage increase is made then they say, ow e have to have another 
price increase because there was a wage increase.” And since the 
price increase always comes right after the w: age increase in point of 
time, the unsuspec ting public alw ays believes that the w age increase 
caused the price increase. Well, it may have helped it, but it did not 
necessitate it. 

Senator Humpnrey. I am never impressed as you know, Mr. Keyser- 
ling, by some of those arguments that we had to give a wage in- 
crease to some employees in our business not long ago, but we did not 
get the privilege of raising the price on a single thing. Most of it is 
ill trademarked goods, the prices are on there and it is just too bad. 
You have just got to manage the business better than you managed 
it before. 

[appreciate the analysis that you are making here, and I brought 
wp this little instance of the oil prices because I think it is indicative 
of two things: First, what you call the distortion theory or the dis- 
tortion reality; and, secondly, that the admonition of the President 
ofthe United States did not have very much effect, because he made 
hisannouncement on Thursday, and the price went up on Friday. 

The President said we should not exploit these international ten- 
sions for price increases. The President was very noble and I ap- 
plauded that portion of his address and I had no more than gotten 
ntside and looked at the ticker tape than they announced an increase 
inoil prices. 

All I have had ever since then is a flood of telegrams and messages 
wanting to know how this all happened, because they have got ‘all 
kinds of oil. Just a few months : ago I sat in this same room and heard 
the oi] companies tell me the reason they had to have a price war up 
in New Jersey was because they had too much oil. I suppose it is 
heause we are shipping some to Western Europe. 
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Mr. Keyseruine. Well, look right here on this chart at the trends 
in farm prices since 1951 and the trends in consumer prices. I do not 
happen to have the part of the consumer price which is food prices at 
retail, but it would show very much the same as this. In other words, 
the decline in farm prices has had relatively little impact upon the 
price change for retail food distribution in an administered pric 
system. 


PRICES NOT DEPENDENT SOLELY ON SUPPLY AND DEMAND 
All I am saying is that under today’s circumstances the price levé 


depends on a lot more than the so-called laws of supply and demand, 
and the price rises do not prove that the economy is overstrained o 
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hat we cannot afford to build schools or to have national defense 
printernational economic assistance. That is not what is causing the 
rice rise. That happens in a wartime situation where you have 
wal excessive demand. These price rises are an entirely different 
glective phenomenon operating in the economy for entirely different 
rasons. While I do not know what the answer to it is completely, 
io label this as inflation and to act accordingly certainly is not the 
answer. 

Senator Wier. To me it is a very serious matter that our farmers 
mot get the costs of production plus a reasonable return for what 
they produce. I think there are three factors to be considered: _ 

First, as far as my milk and cheese is concerned, if we were to drink 
me glass of milk more a day in this country, we would not have the 
{10 billion pounds of it, and we would not have it going into cheese, 
where we are not finding the answer. 

The answer may lie in further consumption, better distribution, 
jus more utilization in the sense that you can take the commodity 
udget more out of it. I think with your fine brain, sir, you might give 
isthe answer. 

Mr. Keysertinc. I cannot give you the answer on the farm problem 
yow, but whenever you have time, I have an even more boring, com- 
mhensive discussion on that subject than this one, which I think 
bs the answer in it. 

Senator Winey. I will come back this afternoon. 

Senator Humpurey. Thank you very much. 

We will reconvene at 2: 30 o’clock. 

(Whereupon, at 12:30 p. m., the committee was recessed, to recon- 


neat 2: 30 p. m. of the same day.) 


AFTERNOON SESSION 


Present: Senators Humphrey (presiding), Sparkman, Wiley, and 
Saltonstall. ' 

Senator Humpeurey. Mr. Albert Hill. Just a few words of intro- 
duction. 


INTRODUCTION OF MR. ALBERT HILL 


Mr. Albert Hill is a scientist who has been intimately associated 
with research relating to our national defense. He has earned dis- 
tmction as the director of the Lincoln Laboratory at the Massachu- 
wits Institute of Technology, which has sought, as I understand, and 
fund answers to many of the strategic problems of our defense in the 
atomic age. 

At the present time he is vice president of the Institute for Defense 
Analyses, a private organization engaged in weapons evaluation, and 
[understand that since we first extended our invitation he has be- 
me the Research Director of a group in the Department of Defense 
tkoconcerned with weapons evaluation. 

Naturally, we do not expect Mr. Hill to give us information of an 
ilicial character, but rather we hope that he can speak to us out of 

broad general background, and advise us regarding some of the 
hnical problems we were discussing yesterday and today. 

Mr. Hill, will you just proceed ? , 
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STATEMENT OF ALBERT G. HILL, VICE PRESIDENT, INSTITU? 
FOR DEFENSE ANALYSES; DIRECTOR OF RESEARCH, WEap. 
ONS SYSTEMS EVALUATION GROUP; AND FORMER DIRECToR 
LINCOLN LABORATORY, MASSACHUSETTS INSTITUTE OF TEcq. 
NOLOGY 


Senator Humrurey. You have a prepared statement / 

Mr. Huw. Yes, sir. 

Senator Humpurey. Why don’t you go right ahead. 

Mr. Hint. May I just correct you, Senator. I have been the Dj. 
rector of Research of the Weapons Systems Evaluation Group since 
February 1, and I hold the rather dual position of being associated 
with the Institute for Defense Analyses, which was set up by the 
Department of Defense to provide the technical help on this job, | 
think what is important here is the Weapons Systems Evaluation 
Group, which is a military organization within the Department of 
Defense, serving both the Assistant Secretary for Research and De. 
velopment, and the Joint Chiefs of Staff. 

Senator Humpnrey. Thank you very much. 

Mr. Hitr. Would you like me to read my statement, sir? 

Senator Humphrey and members of the Subcommittee on Disarma- 
ment, I appear before you at your request to discuss some of the tecb- 
nical problems of the control and inspection of armaments. Whatever 
competence I have in this field stems from 15 years of rather close asgo- 
ciation with the military and their problems. Most of this time I have 
been associated with matters concerning electronics in the broad sense, 
rather than with explosives and their characteristics. For this reason 
I should like to confine my testimony to electronics rather than atomic, 


AVOIDANCE OF ALL-OUT WAR OUR PRIMARY MILITARY OBJECTIVE 


I am very im»ressed with the desire of all United States citizens to 
preventa war. The military in particular, who understand the fright- 
fulness of an all-out nuclear exchange better than most of the rest of 
us, feel this very strongly. Our primary military objective is, then, 
to avoid an all-out war, and insofar as disarmament or partial dis 
armament can help to obtain this objective, it is a very important part 
of our program. 

However, in avoiding an all-out nuclear exchange we must reckon 
the consequences to the United States position of a number of isolated 
incidents or, if you prefer, limited wars. One can postulate that the 
course of events characterized by Korea, Indochina, Hungary, and 
Suez, are not in our best interests, although we were not concerned 
with all of these events directly. Nevertheless, it is difficult to feel 
that our position as a leader of the free world was improved in any 
instance. The net effect on our resources, both material and spiritual, 
was exhaustive but fortunately not decisive. We must insure that in 
any game of “nibbling” our disarmament policy does not inhibit cour 
teraction any more than in all-out conflict. 

I should say, Senator Humphrey, that I picked the word “nibbling” 
out of your staff studies, and I think it is an excellent word in this 
respect. 
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Having talked in generalities a bit, let me address myself to the 
questions asked in Senator Humphrey’s letter to me dated December 31. 


pIsSTINCTION BETWEEN CONVENTIONAL WEAPONS AND WEAPONS OF MASS 
DESTRUCTION 


The first question: Is it possible for purposes of negotiating con- 
ol over armaments to make a distinction between conventional 
yeapons and weapons of mass destruction / 

This is a difficult.question. My answer is: Certainly one can make 
, distinction, but is it possible to assess the ultimate effects on the 
(nited States’ In my opinion, we cannot neglect that, either in 
wuclear Weapons or in conventional weapons. 

Senator Humpnrey. I want to say the question had that meaning 
implied. In other words, we know of course, that you can make a 
distinction, but in making that distinction do you sacrifice any of the 
geurity interests of the country, or do you limit or jeopardize the 
foreign policy or security objectives that you may have? 

Mr. Hini. Well, in expanding, then, which is not in the written 
datement, it would be my feeling that, say, suddenly Mother Nature 
destroyed the power of atoms to fission and make :itom bombs, say 
there were no atom bombs suddenly, what would our worldwide posi- 
tion be? I think it might be infinitely worse than it is at the moment, 
ithough perhaps not so explosive. 


MONITORING TESTS OF LONG-RANGE BALLISTIC MISSILES 


The second question: Is it possible to establish a control system of 
ndar or other means, to permit the monitoring or even a ban of tests 
of ICBM’s and other missiles? 

My answer: I think it is possible to establish a monitoring system 
to insure that long-range ballistic missiles, both ICBM, interconti- 
wental ballistic missiles, and IRBM, intermediate range ballistic mis- 
ales, are not fired without our knowledge. This would require bases 
near the U. S. S. R. and perhaps within the U.S. S. R. Air surveil- 
lance would help a great deal. 


DETECTION OF CONCEALED NUCLEAR WEAPONS 


The third question: Is there any possibility of devising means of 
detection of concealed stockpiles of nuclear weapons? 
My answer is simple: I don’t know. 


AERIAL PHOTOGRAPHY AS A MEANS OF DETECTION 


The fourth question : Can you state the extent to which aerial pho- 
tography or other means might be devised to detect the launching 
sites of ICBM’s and other missiles once these delivery vehicles are 
in general production ? 

My answer: Aerial photography, properly employed, will enable 
ls to detect a large number of important military installations in the 
U.8.S.R. However, ballistic missile sites or, for that matter, any in- 
tallation deemed of great importance by the Russians, can be put 
wderground and camouflaged, hence making detection more difficult. 
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I should like to point out that the U. 8. S. R. would not be capable of 
disguising all important installations in this manner, but only a fey 
that they might deem very important. Hence, aerial photography 
and aerial electronic surveillance would be of great importance byt 
would not necessarily insure against a surprise attack. 


EQUATING ARMAMENTS AND ARMED FORCES 


The fifth question: What would be some of the difficulties in equat. 
ing armaments and armed forces of various nations in terms of fire. 
power and fighting effectiveness ? 

This is perhaps a question which has no answer, but I will try: 

This is, of course, an extremely important question in measuring the 
overall standards of United States fighting effectiveness as compared 
to our possible enemies. I should like very much to think that posi- 
tive answers could be obtained, but I am afraid the difficulties jp 
obtaining such answers would be tremendous. First of all, the situa. 
tion in every country is ever changing. Parenthetically, I might 
add that almost by the time you make a study of what can be done, 
the situation is djfferent. The assumptions which you used in tryin 
to get an answer have gone by the board and have been superset 
Secondly, the fighting effectiveness of an armed force which is near 
the field of battle can be much greater than that of a greatly superior 
force at some distance. Thirdly, a great advantage rests with the 
side which takes the initiative and carries with it an element of 
surprise. Fourthly, the answer must always be viewed in terms of 
current and future political situations which are difficult to predict, 


OUR NEED FOR MORE TECHNICAL RESEARCH 


The sixth question: Do you think the United States could be doing 
more in the research field to solve some of the technical problems of 
disarmament ? 

My answer: To the best of my knowledge, the United States is doing 
so little in this field that we can, of course, do a lot more. I think 
that any research in this field should encompass two quite different 
studies: One, concerned with the political and economic problems; 
and a second, concerned with the whole matter of surveillance by 
technical means. 

I should now like to discuss very briefly the technical means that 
we can use to help assure ourselves that the U.S. S. R. is not preparin 
for a surprise attack against us. Any electronic, visual, or infrar 
surveillance, both from outside the borders of the U. 8S. S. R. and 
from within the borders of the U. S. S. R., can give us a great deal 
of information. By means of aerial photography, we can learn 4 
great deal about the disposition of the elements of war, missile testing 
ranges, ICBM launching sites, air bases, movements of military alt 
craft, and so on. By electronic and infrared means, both from fixed 
bases and from aerial reconnaissance, we can supplement this infor 
mation greatly and probably detect missile test flights as they occur. 

I point out that a great deal of missile test flying must be done 
from missiles which come from feasible instruments of war, and sol 
is important to detect the testing. 
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Jt may be well to think a little of the things that are difficult or, 
by present technology, impossible to accomplish. In the Korean war, 
the problem of enemy troop movements and dispositions, even in the 
yery front lines, was one of the worst which our field commanders 
had to face. Movement by night and careful digging-in of the enemy 
made our information less than adequate. Whereas we know that 
air bases and missile firing sites are much more difficult to conceal than 
tanks and foot soldiers, yet we must realize that the amount of ground 
tobe surveyed in the U.S. S. R. is vastly greater than the area near 
the front lines in Korea. It may be hard to find a soldier, but if 
ou only have to look over a limited area, it might not be much more 
dificult to find a ballistic—I mean much easier to find a ballistic 
missile site in a large area. 


INADEQUACY OF A LIMITED SURVEILLANCE SYSTEM 


in closing, I feel that any surveillance system based on a limited 
agreement 1s not adequate to insure safety. It may be adequate to 
allow us a limited reduction in armament but not a complete one. 
ven this limited reduction, assuming good will on both sides, can 
be very important and may lead the way gradually to a future com- 
plete reduction. But I suspect the only way to insure peace by dis- 
umament is the complete freedom of motion of the nationals of pos- 
sible opponents in each other’s country. 

Senator Humeurey. Thank you very much, Dr. Hill. Senator 
Wiley, would you care to ask the witness some questions ? 


EFFECTIVENESS OF THE DEW LINE 


Senator Winey. You know what we call the DEW line? 

Mr. Hitt. Yes, sir. 

Senator Wixey. Is that effective ? 

Mr. Hitz. I believe, when it will be operational. 

Senator Witery. Are there in being or contemplated any other instru- 
mentalities which would give added security against a surprise attack? 

Mr. Hitt. Yes, sir. I would say in general there are two means 
of preventing surprise. I will misuse two military words, but I will 
try to define them as I go along. 

One might be called strategic warning. 

The strategic warning, which will have to do with the movement 
of armed forces, the general political situation, a feeling that some 
utivity is going on, the type of thing that in general is collected by 
intelligence. This intelligence might all be in the newspapers, but 
itisnonetheless intelligence in the military sense. 

The other is the tactical-type warning, which can be supplied by 
the military themselves with their own technical instruments in place, 
sich as the DEW line. 

So I would feel, backing up the DEW line is the whole knowledge 
ofthe world situation—any surveillance that we can do from without 
the Soviet Union, anything we can hear about their activities, the 
information we do get in time. 

Senator Witry. What I had in mind was more in the nature, I 
think, of electronics or utilization of new forces. Of course, Colum- 
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bus was a piker compared to some of our folks, the way we hay 
shrunken the world and made every nation neighbor to the other. 

What I had in mind was whether or not there was some way of de. 
tecting movements in a neighbor country, even though it is a thou. 
sand miles or 5,000 miles away, movements of these new weapons— 
fissionable material—uranium or whatever it is. Have we found 
out whether or not it creates, when certain things are done, eleetric] 
contacts here and there ¢ 

In other words, we are delving now into the regions of new fopeps 
everywhere, are we not, seeking to discover undiscovered continents of 
energy. Now, I am wondering whether we are reaching out in that 
direction or not. 


RANGE OF RADAR DETECTION LIMITED BY CURVATURE OF THE EARTH 


Mr. Hit. I should like to say that I do not feel qualified to answer 
that question technically. From what I know, we are certainly push. 
ing out as far as we can. But I think there are other people who hay 
appeared before you or who are about to, who are much better quali- 
fied to answer the question about the fissionable materials. About 
how far radar and other detecting devices might reach in things other 
than atomic warfare, in general we are limited by the curvature of 
the earth, and we cannot get beyond that. 

Senator Witry. Some of our attacks by planes in the Second Worl 
War escaped detection for the time being by flying very low. Is sueh 
flying susceptible of getting by the DEW line? 

Mr. Hint. I would say that that is a very tough question to answer, 
How low you fly, of course, determines what is low. If you could fly 


at 5 feet you could probably get by the DEW line, but you might not 
get by the hill just ahead. I think the DEW line has been designed 
to prevent flying at any conceivable altitude getting by. 

Senator Witey. High or low? 

Mr. Hitt. Yes, sir. Isay it has been designed. I do not know hoy 
it is operating, and I could not answer that. 


DETECTION CAPABILITIES OF SHIPS AT SEA INADEQUATE 


Senator Winey. Is there any improvement in relation to the shipat 
sea using instruments to detect at faroff distances the approach of the 
enemy planes ? 

Mr. Huw. I think we are building up our detection capabilities from 
ships and aircraft at sea. If you are referring to the extensions of 
the DEW line—— 

Senator Witry. Well, let me put it concretely. Suppose you ar 
on a ship, and a thousand miles away orders have been given to the 
enemy to get your ship. Is there any way of your detecting the 
approach of the plane by virtue of being on the ship, or do you have 
to wait for messages from someone who knows that fact ? 

Mr. Hinz. You could only detect it, sir, when it is in line of sight, 
by present methods, unless your ship is part—— 

Senator Humpurey. Would you repeat that, sir? 

Mr. Hitx. Yes, sir. 

Due to the curvature of the earth, if the enemy is here and you are 
here, you cannot see him until he gets up over the horizon. Thatis 
all I meant by “line of sight.” 
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Senator Witrey. Well, of course, I recognize that. I did not mean 
inthe matter of sight. I meant in the matter of instruments, modern 
instruments. I have a radio set and a television set, and sometimes an 
airplane coming in quite a ways off is immediately indicated by those 
gts. That is why I ask this question: Have we perfected detection 
machinery? Here we have a floating ship for our flying machines, 
osting three or four hundred million dollars; and if you cannot 
detect its approach until you get sight, why, the bomber is on top of 
you. es 

What I am getting at is this: has not the ship been equipped with 
gmething more than local radar that will detect 50-60 miles away ? 
\think that is all important to know. If it has not, we had better get 
yme of you fellows into action to perfect it. 

Mr. Hitz. I would say that 50- to 200-mile ranges are quite possible 
from shipboard. 

Senator Witry. Two hundred miles? We have got missiles which 
willshoot 1,500 miles. Why can we not get machines which will detect 
at 1,500 ¢ 

Mr. Hii. You can, sir, if the missile is high enough. 

Senator Winey. That is all, Mr. Chairman. 

Mr. Hitz. Could I add one other thing? This ship which is worth 
$400 million has some things called destroyers outside of it, and they 
ean pick up the enemy at greater ranges, in spite of the curvature of 
the earth. 

Senator Witry. Well, they are not over a couple of hundred miles 
of, if that, from the mother ship. 

Mr. Hitt. That is correct. 

Senator Witry. But you take some of these great aircraft carriers 
which have millions upon millions of dollars worth of fighting planes, 
and the carrier itself is worth two or three hundred millions of dollars. 
[just wondered whether or not we had reached out into the unknown 
ind found what is certainly there, a detection machine or detection 
equation of some kind. It seems to me that is very significant. We 
amnot rely upon just sitting there with planes traveling up to 1,900 
miles an hour. 

Thank you. I won’t carry on. There are other Senators. 


RELIABLE INSPECTION SYSTEM A PREREQUISITE TO DISARMAMENT 


Senator Humrurey. Senator Saltonstall ¢ 

Senator Savronstaty. Thank you, Mr. Chairman. 

Mr. Hill, you are skeptical as to the reliability of any inspection 
ystem for the control of armaments. 

Mr. Hin. Yes, sir. 

Senator Savronstat.. In other words, there is no system today 
which we know about that is foolproof. And also, from reading your 
statement and listening to you, I take it you believe that a limited 
raluction is not a safe thing for us to do if we cannot rely upon 
surveillance; is that not about it ? 

Mr. Hii. Yes, sir. 

Senator SALTONSTALL. So that you would believe that at the pres- 
eit time until, as you put it in the last line of your testimony, there 
scomplete freedom of motion of the nationals of possible opponents 
meach others’ countries, we have got to keep our strength up. 
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Mr. Hut. I think that is correct, sir. 

Senator SauttonstatL. Thank you, Mr. Chairman. 

And thank you, Mr. Hill. 

Senator Humpnurey. Do I understand, Mr. Hill, you believe yw 
ought to be concentrating our attention separately on means of de. 
tection and the economic and political aspects of disarmament? 

Mr. Hit. Well, Senator Humphrey, when you say “concentrate,” 
that is hard for me to answer. But in your letter to me, you asked 
the question could we do research in this area. 

Senator Humrpurey. Yes. 


RESEARCH ON BATTLEFIELD SURVEILLANCE NEEDED 


Mr. Huu. I think it would be very important, both from the dis. 
armament point of view and from the armament point of view. Ope 
of the most important problems if we are in any sort of war that 
might last, not this horrible thermonuclear exchange, is battlefield 
surveillance, and this is quite similar to the problem that you have 
raised here on disarmament, I think research in this area is very 
important. : 

Senator Humpurey. That is what I was directing my attention 
toward. 

ADEQUATE STAFFING OF OFFICE OF DISARMAMENT 


One of our witnesses this morning complimented the President om 
the establishment of the Office of Disarmament under Mr. Stassen, 
giving special emphasis to this subject matter; and then went on to 
point out that he thought that it would be well if there were a pro- 


fessional trained staff of technicians concentrating or centering their 
attention on the many problems which relate to this complex subject 
called disarmament, or the reduction and control of weapons. 
What would your view of that be? 
Mr. Hux. I think I would be inclined to agree, sir. 


UNITED STATES DISARMAMENT PROPOSALS BEFORE THE U. N. 


Senator Humpurey. Each witness we have had before us, Dr. Hill 
like yourself, has warned the committee that the means of detection 
today are inadequate; that there seems to be no foolproof inspection 
system, either national or international. And yet our Government 
makes rather far-reaching proposals in the field of disarmament which 
involve inspection. In fact, the entire program before the United 
Nations today, as enunciated on January 14, is a program based upo 
international inspection. 

We could very well, according to your reasoning, find ourselves in 
a rather serious situation if Mr. Kuznetsov in the U. N., the chiel 
delegate of the Soviet Union, should say to Mr. Lodge, “Mr. Am 
bassador, we accept your proposal.” Do you see what I am getting st 
here ? 

Mr. Hu. I think I do. 

Senator Humpurey. I do not think this is going to happen. I 
think that we are spared this possibility because of the intransigentt 
and obstinacy of the Soviet Union. But just imagine what the situ 
tion would be if these proposals were immediately agreed to by the 
Russians. Do you think we would be in jeopardy? 
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Mr. Hix. You mean mutual inspection? 
Senator Humpurey. Yes. 


sDVANTAGE TO THE UNITED STATES OF A MUTUAL INSPECTION AGREEMENT 


Mr. Hix. I think we would be ahead. : 

Senator Humenrey. That is what I wanted to get your views on. 

Mr. Hit. They certainly know much more about our country than 
ye know about theirs. ; ; 

Senator Humpurey. All right, let’s say not only mutual inspection, 
jut also mutual disarmament. | 

Mr, Hity. Sir, that is another question that I would not care to 
wswer, but I think I have indicated that if you start with a little 
mutual inspection, then maybe you can have a little mutual disarma- 
nent, but you have got to go pretty slowly, and you have to trust each 
ther. : ; | 

Senator Humpurey. This is where we get right down to where it 
dartsto hurt,as they say. I gather your point of view is that mutual 
inspection would be to our advantage. 

Mr. Hix. Yes, sir. 

Senator Humrpureyr. I would surely concur in that. No doubt we 
have more to learn from them because of their very rigid secrecy 
mder present arrangements. If we could open the U.S. 5. R. up to 
inspection, we would have more to learn. Now, we add mutual in- 

tion plus mutual disarmament. This comes to the point of where 
eword “trust” becomes involved. 

Mr. Hix. Yes, sir. 

Senator Humpurey. Even if we had mutual inspection, do you 
think we could trust ? 

Mr. Hitu. Not immediately. I think both sides would have to 
meak up on this. I think we mutually distrust each other completely. 

Senator Humpnrey. All right. 


SELF-INTEREST THE DECISIVE FACTOR IN MAKING AGREEMENTS 


let me go just a little further. Do you believe that any nation 
mdertakes any change of policy which it does not believe to be to its 
advantage ? 

Mr. Hixx. I think this is called treason, sir, by definition. No. 

Senator Humpnrey. In other words, whatever would be agreed to 
ultimately would have to be viewed by both parties as somewhat bene- 
icial to each of the respective parties; correct ? 

Mr. Hitt. Correct. 

Senator Humpurey. So that the enforcement system which you 
would get, essentially, out of any agreed disarmament, would be the 
«forcement system of benefit to the participating parties ? 

Mr.Hi. Yes, sir. 

Senator Humpnurey. So that when we discuss enforcement and in- 
pection, it is really only as effective as it appears to be of benefit to 
thenations which are involved. 

Mr.Hini. Yes, sir. 

Senator Humpurey. Is it fair to summarize your testimony in this 
manner; ‘That while you recognize there is no fool-proof inspection 





1220 CONTROL AND REDUCTION OF ARMAMENTS 


system, you do believe at this stage an agreement on inspection, limited 
or general, would be to our advant: age ¢ 

Mr. Hiuwi. Correct, sir. 

Senator Humrnurey. That is No. 1. 

No. 2: That if you could get limited inspection and limited dis. 
armament, it would be to our advantage / 

Mr. Hix. I think that is correct. The first I am positive of. The 
second, I am rather inclined—— 

Senator Humpnrey. Let us just rephrase that last question, and we 
will put it this way: Do you believe if we were able to get an agree. 
ment on mutual inspection, whether that agreement was broad in its 
coverage or limited, that it would be to our advants ge? Your answer 


to that 1s “yes,” is that correct / 
Mr. Hiiw. Yes, sir. 


PHASED DISARMAMENT MAY FOLLOW INSPECTION AGREEMENT 


Senator Humpnrey. Now, presuming that that is right, do you feel 
that once you had mutual agreement on inspection, that the possi- 
bilities or probabilities of limited or staged disarmament, phased dis. 
armament, would be better ? 

Mr. Hitz. Yes, sir. 

Senator Humpnrey. So the key is to find a way of getting an agree. 
ment on inspection. 

Mr. Hix. Yes, sir. 

Senator Humpurey. Even though we recognize that the inspection 
system may have its limitations and weaknesses ? 

Mr. Hitz. Correct. 

Senator Humpurey. I am going over this very carefully because, 
first of all, may I say, I for one, and I am sure I speak for the full 
committee, gr eatly respect your judgment on these matters. You feel, 
in other words, that while there is some risk we m: Ly run In an inspee- 
tion system because of our inability to make it foolproof, the advan- 
tages are greater than the risks ? 

Mr. Hiti. Yes, sir. 

Senator Humpurey. Isthat a fair statement of your view / 

Mr. Hitt. Yes, sir. 

Senator Humpnrey. That is very helpful to me as a member of the 
committee for a point of guidance. 

If my colleagues will bear with me for a moment, I have some 
questions here which I would like to direct to you by way of soliciting 
more precise information on some important points. 


UTILIZATION OF AND DEFENSE AGAINST LONG-RANGE MISSILES 


To what extent, in your opinion, can we expect to see long-range 
missiles replace piloted aircraft as nuclear weapons carriers in the 
near future ? 

Mr. Hin. I believe that ae range missiles, be they unmanned ait: 
craft which need wings ¢ - be they ballistic missiles, will tend to 
supplement the manned aircraft in the next. period, 5 to 10 years. 

Senator Humpurey. Supplement: not supplanting ? 

Mr. Hix. I would say complementary rather than supplementary. 
They may be just as important, depending on the time scale and how 
fast the technology comes, which is difficult to predict. 
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Senator HumpPHrey. How successful, then, sir, do you think the 
research experts will be in devising control systems for long-range 
iyllistic missiles which will approach or equal in accuracy of delivery, 
yeapons delivery or bomb delivery by piloted aircraft‘ 

Mr. Hm. I do not think they will ever reach that, except for one 
hing: A piloted aircraft, if he is attacking an undefended target, 
an have very great accuracy. If, on the other hand, he is bemg 
jarassed and being fired upon, his accuracy may go down. So, on 
the average, the accuracy of the ballistic missile in a number of year's 
night be just as great as that of a manned aircraft. In the initial 
period, the manned aircraft against undefended target will always 
win out. re 

Senator Humpurey. Dr. Hill, what are the chances within the near 
future of developing adequate defense methods against these missiles, 
gich as antimissile missiles ¢ 

Mr. Hitz. I wish I knew the answer to that. 

Senator Humrurey. We do, too. 

Mr. Hiti. I would say we can detect them, we can get early warn- 
ing of them, early warning in this case now being a few minutes 
nther than a few hours. We can develop methods of living with 
this—“living” is a funny word here when we are talking about thermo- 
welear exchanges. We can develop methods of using this method of 
arly warning to insure that we can strike back. Whether we can 
hoot down ballistic missiles or not, I don’t think anyone knows. It 
ssomething we must work at. I am not hopeless on the subject. 1 
amply can’t say anything optimistic, because I don’t know. 

Senator Humpnrey. In other words, you believe that there is much 
ractical value to these early warning radar systems that we are 

ilding. You answered, I think in part, this question when Senator 
Wiley posed it, relating to the so-called DEW line. 

Mr. Hm. Yes, sir. 

Senator Humpnrey. You think there is practical value? 

Mr. Hm. Yes, sir, great value. 


MEANING OF THE LANGUAGE “OUTER SPACE MISSILE AND SATELLITE” 


Senator Humpurey. You heard the President’s message, or pos- 
ably if not hearing it you recall in reading it that the President 
rierred to the desire and willingness of the United States to enter 
ito a reliable agreement which would control “outer space missile 
ind satellite development.” And this, in turn, was placed before the 
Vnited Nations by Ambassador Lodge as one of our new disarmament 
proposals. 

Now, could you give us your view or opinion as to what would be 
acompassed by the term “outer space missile and satellite”? 

Mr. Hit. I am not sure. I would guess that the President was 
rierring to a satellite which could be used, first of all, in the initial 
phases for observation and inspection purposes, and perhaps in later 
Sages, if we really know how to develop it and perhaps man it, as a 
platform for waging war. 

Senator Humpurey. In other words, the deep concern over the 
‘perimental development of a peacetime nature changing into an 
instrument which could be used for war purposes / 


Mr. Hin. Yes. 
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Senator Humpurey. Do you see any logical reason for confining 
this proposal for the control of missiles to those which fall in the 
“outer space” category ? 

Mr. Hw. W ell, I am a little puzzled by the term “outer space,” 

Senator Humpmrey. Yes. That is what I am getting at. I wonder 
why this particular criterion was used to differenti: ite between those 
that should be controlled and those that are left uncontrolled, 

Mr. Hit. Well, the satellite missile is controlled in the sense that 
you want it to go into a particular orbit and it will remain in that 
particular orbit until what atmospheric friction there is brings it 
down. The controlled intercontinental ballistic missile is certainly 
in the near future, 15 to 20 years, a weapon of war which one cap 
foresee ; the satellite is not, except as a means of surveillance, perhaps, 

Senator Houmpurey. Well, the controlled intercontinental ballistic 
missile, you would not call that an “outer space” missile? 

Mr. Hitz. I would not. But again 

Senator Humrnrey. Again I mean this language was left rather 
undefined, and I just wondered, for the purposes of this record, 
since we had you here, sir 

Mr. Hitt. It does, of course, get up out of the atmosphere, but it 
always must come back to earth, by its very nature. 


INTERNATIONAL CONTROL OF “OUTER SPACE” VEHICLES 


Senator Humpurey. Let me ask you, what kind of international 
control mechanism would be considered appropriate for the control 
and development of these “outer space” vehicles or these “outer 
space” machines? Would international inspection be required to pre- 


vent national development of these space bodies for aggressive ends! 

Mr. Hix. Well, to begin with, a great deal of test flying with 
small bodies must be done. In the initial phases, I would think 
that some detection by radar and other means would be possible. 
If a very small one were launched, it might escape detection, but it 
might not be of any great practicality to the side which launched it, 
as a Weapon. 

Senator Humpnurey. Dr. Hill, do you think it is possible for a coun- 
try to conduct tests of long-range ballistic missiles undetected ? 

‘Mr. Hix. Yes, sir. 

Senator Humpurey. You think it is. I know that there has been 
a suggestion or a proposal made that — of these long-range missiles 
be ended by international agreement. I do not think it is too difficult 
at times to get somebody to sign an agreement but, as Senator Wiley 
has pointed out so appropri: ately, again and again before this com 
mittee, the signing of an agreement is one thing, but the question is: 
With whom do you sign it? And in this instance, when you sign it 
with the Soviet Union, it would probably take a patrol of experts and 
inspectors to know that the agreement is not being violated. 

Now, you said that in your opinion it was possible to have tests of 
these missiles without being detected. 

Mr. Hit. I should enlarge upon that. If there is an agreement 
made to cease tests on these missiles, there must be some agreement 
made to insure that we can set up a detection scheme which w vould de- 
tect any tests in violation of this agreement. I think this can be don, 
but, I would have to look at the geography in detail. I rather suspect 
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yewould need an agreement with Russia to use bases, perhaps within 
Russia, at least bases close to Russia, for detection of any of their 
ights. 
Seer Houmenrey. In other words, if you had mutuality of in- 
ion here, which permitted us to have either international ob- 
grvers or nationals of the United States of America in the U.S.5S. R., 
nationals of the U.S. S. R. in the United States of America—if you 
iad that kind of inspectors within the geographical limits of the so- 
alled launching countries, you could possibly have an inspection sys- 
tm which would be effective; is that correct? 
Mr. Hiwu. Yes, sir. 
Senator Witey. If you had enough of them. 
Mr. Hux. It would take quite an effort. 
Senator Humpurey. Would you think that effort would be worth 
it,if you could prevent or limit this kind of activity ? 
Mr. Hitz. Yes, sir. 


THE “OPEN-SKIES” PROPOSAL 


Senator Humrpnurey. Would you like to comment on the technical 
feasibility and the reliability of the mutual aerial survey plan, the 
y-called open-skies proposal, first as a means of preventing surprise 
attack, and then as a means of detecting manufacture of forbidden 
onventional or nuclear armaments ? 

May I just digress to say the questions are asked, not to indicate 
ay feeling of opposition to the proposal, but merely to gain infor- 
mation. 

Mr. Hm. I think that mutual aerial inspection can furnish a lot 
finformation to each side. I think what might make me suspicious 
of it would be a certain insistence that flight plans had to be filed 
md could be changed arbitrarily by the country being overflown. 
This would work both ways. We would certainly not want Russian 
lanes flying haphazardly around here at, say, 10,000 feet, if only 
hn the safety of the many passengers we have in the air. There 
vould have to be some means of control. 

Of course, control might be by altitude, by flight plan, and so on; 
but I think it would be something like a general’s inspection. If it 
sknown the general is coming a week in advance, everything looks 
fine. I think this must be very carefully worked out. 

Senator Humrurey. I have heard many comments in reference to 
the proposed open-skies plan, but I want to say it is the first time I 
have heard this particular point raised, and I think it is a very valid 
me. Some of us went to see the model proposal of the open-skies 
plan, the model project. Aerial inspection—things which can be done 
mder aerial photography and under conditions of aerial. reconnais- 
sunce—it is really quite an eye opener. 

Do you think, sir, that this open-skies proposal offers an effective 
mans of detecting the manufacture of forbidden conventional or 
miclear weapons? 

Mr. Hix. I disqualify myself on this one, completely. I just don’t 

ow, 

Senator Humrnrey. Do you think that these aerial surveys would 

effective in detecting launching sites of intercontinental or other 
types of missiles, once they came into production? 

81319—57—pt. 12-9 





1224 CONTROL AND REDUCTION OF ARMAMENTS 


Mr. Hu. Well, again, I think if the sites are aboveground this 
is one way of detecting them. 

But they could be put below ground by some effort. 

Senator Humpnurey. I continue to be impressed by testimony we 
heard from a scientist up at MIT, I believe. His thesis was that we 
are running out of time on international control and inspection of 
intercontinental ballistic missiles or any effective long-range missile 
controlled or uncontrolled, because once they have got them perfected 
and into production it is possible and feasible to put them undep. 
ground and have completely disappearing launching sites, so that the 
terrain itself does not look as if it has been interfered with at all, 

Would you concur with that? 

Mr. Hutt. I think that is just about right. 

Senator Humrnrey. And then you would consider that more diff. 
cult to inspect, at least by aerial inspection, would you not? 

Mr. Hit. Yes, sir. 


AERIAL PLUS GROUND INSPECTION 


Senator Humpurey. What about aerial plus ground inspection! 

Mr. Hix. I think that is the answer to inspection, but one must 
have a certain freedom of movement. 

Senator Humpnrey. And, of course, if you got this kind of a 
agreement with the Soviet Union—to have the freedom of movement 
that you have just mentioned—it would mean a basic change, a funda- 
mental change, in the entire Soviet policy—political, economic, and 
military—would it not? 

Mr. fries, Yes, sir. 

Senator Humpnrey. And an inspection system without complete 
freedom of movement in a land mass area as big as the Soviet Union 
would be a very hazardous project; would you agree with that? 

Mr. Hi. I would say that any actions you took because of an 
agreement of, say, just a planned aerial inspection must be very care 
fully considered, or they could be very hazardous. 

Senator Humpurey. What do you think of the technical feasibility 
of Marshal Bulganin’s proposal in his note to the President of last 
November 17, for aerial inspection with consent of the countries con- 
cerned, for a depth of 500 miles on either side of the boundary betwee 
the NATO and Warsaw Pact countries? 

Mr. Hix. I think it is a beginning. 

Senator Humpurey. This would have meant aerial inspection of 
Germany, Western Germany, and aerial inspection back to the Bug 
River in Poland. I am drawing just the approximate line. 

Aerial inspection there would have provided a survey and aerial 
photography reconnaissance, open skies, over an area 500 miles from’ 
central point. That could have been the beginning of what you might 
call a demilitarized zone in that part of Europe. This is the proposil 
to which Chancellor Adenauer alluded the other day; and I think Lam 
correct in saying, according to the American press reports, Chancellor 
Adenauer complimented the Soviet proposal. 

I ask you this question: Do you think it is at all feasible and prat- 
tical to consider a limited proposal of this nature which could have ss 
its objective the opening of political discussions for the reunification 
of Germany on the basis of free elections; and secondly, the phased 
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withdrawal of troops from Western Germany, provided that, and 
mly provided that, there was a phased withdrawal of Soviet troops 
fom East Germany, Poland, and Eastern Europe? 

Mr. Hitt. Well, I think this question is beyond my department in 
he field of Government. 

Senator Humrnrey. What is your view, I mean? 

Mr. Hix. [ am not sure I have a view. I ought to first ask, What 
isthe price we pay for this? v 2.0b) 

Senator Humpnrey. You have to evaluate the assets and liabilities 
here; is that right ? 

Mr. Hiri. Yes. Now, Western Germany is a very important asset 
ous. Is it worth as much to us—I mean the NATO organization— 
ss East Germany is to the Communist bloc? It is questions of this 
grt which I just couldn’t answer, Senator. 


DETECTION OF SMALL NUCLEAR EXPLOSIONS 


Senator Humrurey. I surely respect your moderation in this mat- 
ter. I mean, if you do not feel you want to reply, if it is out of your 
feld of knowledge, you surely are being most considerate of the com- 
mittee. 

[have just 1 or 2 other questions. Can small test explosions be re- 
liably detected from a distance? I am referring to nuclear explosions. 

Let me go back, if I can, and perhaps make my question a little more 
lainto you. You heard all this argument about the fact that, with 

ge nuclear, thermonuclear, explosions, you could ban their test- 
ing, because you could detect such an explosion. There is no need 
for any intricate system of inspection. 

Now, in your opinion, are these distant means of detection so re- 
jable from a technical point of view that it would be safe for us to 
enter into an agreement to cease tests of the large nuclear weapons? 

Mr. Hixu. I think I could only give hearsay evidence on this. I 
don’t think you want that. You can talk to the experts on this one. 

Senator Humpurey. Yes, sir. I think it is better if we confine 
ourselves to them. 


DETECTION OF NUCLEAR WEAPONS 


Senator Sarronstatnt. Mr. Chairman, would you yield? 

Dr. Hill, is it possible to bring a nuclear weapon in the bottom of a 
boat at the present time, and not have it dalected. or do we have means 
ofdetecting such a bomb ? 

Mr. Hin. Yes, sir. 

Senator SartonsTaLL. What was your answer ? 

Mr. Hixu. I said, “Yes, sir ;” it is possible to bring a weapon in in a 
boat. Now, how much of an inspection of the boat would be required, I 
donot know. 

Senator Sarronstau. That is the same thing, along the same lines, 
the chairman was asking you, whether it is possible to detect these 
small nuclear 

Mr. Hin. He was talking about an explosion; not the existence 
ofthe weapon. 

Senator SarronsTatu. It isthe same thing; whether there could be a 
toncealed weapon that might explode. 





1226 CONTROL AND REDUCTION OF ARMAMENTS 


Mr. Hixx. The weapon would be harder to detect than the explo. 
sion, at some distant point, from what I understand. 

Senator Humpurey. This whole matter of the detection of tests jg 
one that is getting ever more attention. I noticed recently that ther 
was some proposal made with reference to this in the United Nations, 
Do you think it would be a serious calculated risk, Dr. Hill, for the 
United States to enter into an agreement to halt further testing of al] 
nuclear weapons ? 

Mr. Hux. I am not sure I feel qualified to answer, but I would gq 
that it would seem to me, from reading the newspapers, that we are 
ahead, and the cost to us in ceasing tests would be less than the eogt 
to the Russions. That is just sort of a horseback judgment, and not 
expertise in anything. 

Senator Humpurey. I have a number of questions on this matter 
of nuclear explosions. If you feel that is out of the field that you 
would like to discuss, I would prefer to withhold those questions, 

Mr. Huw. No, sir. I am afraid I would mislead you. I would 
rather not discuss that, sir. 

Senator Humpnrey. For example, a question on radioactive fallout; 
you feel that is out of your area? 

Mr. Hixx. Not entirely. 


DANGER OF FALLOUT FROM TESTING OF NUCLEAR EXPLOSIVES 


Senator Humpnurey. Let me ask this question: Could you give your 
estimate of whatever danger there might be from continued testing of 
nuclear explosives by the United States and the U.S. S. R., speaking 
now of the dangers of radioactive fallout ? 

Mr. Hit. I would think that the dangers from testing are not ve 
great. The dangers from using them in an all-out war are frightful, 

Senator Humpnurey. The dangers of radioactive fallout are said to 
result from fission explosions. 

Mr. Hit. Yes, sir. 

Senator Humpnurey. But if all of our large explosions were the 
result of a fusion rather than a fission process, then, as I understand it, 
the danger of the fallout from these explosions would be reduced or 
eliminated ; is that true ? 

Mr. Hinz. As I understand it, yes; but I am not sure it is possible, 

Senator Humenrey. I am not, either. This is just material that 
you get from the journals that are available to the public—the news- 
paper reports, which, by the way, while we frequently criticize them, 
give us a lot of information. 


Mr. Huu. They do indeed. 


EQUATING ARMAMENTS AND ARMED FORCES OF VARIOUS NATIONS 


Senator Humpnrey. In attempting to achieve a reduction of arma 
ments on a multilateral scale, what would be some of the difficulties 
in equating armaments and armed forces of various nations, in terms 
of firepower and fighting effectiveness? In other words, people some- 
times just like to count numbers of men and numbers of guns and 
numbers of planes. Do we not have a more complex situation than 
that ? 
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Mr. Hm. Much more. Where are these people, is one point. Also 
how can you equate them? In reading some of your staff studies, I 
was very interested to see that there was a great difficulty in reaching 
,5-0-3 agreement because the British wanted 6-inch cruisers, and the 
{nited States and Japan wanted 8-inch cruisers, and you couldn’t 
quate them. ia hina 

[ think, with this sort of difficulty, it is next to impossible to equate 
this. The world situation, as I see it, is that we, as a nation, have a 
tremendous power to destroy Russia. They perhaps have a power 

t enough to destroy us, but they have the power to move in and 
take the fringe countries; and the thing that prevents that, the pri- 
mary thing that prevents it, is our retaliatory power. 

Now, how can you equate their ability to get a good-sized chunk 
of Indochina away from the free nations to our ability to destroy 
them, and then add on to that the fact that, if we go about destroying 
them, we might kill a good fraction of us? How can you equate those 
things? I don’t know. 

Senator Humpurey. If nothing else ever comes out of these hear- 
ings except the fact that, believe me, disarmament is the toughest nut 
anybody ever dealt with, we have at least learned that much. 

Mr. Hux. I am sorry I failed you. 

Senator Humrnrey. No; you have not failed at all. You have 
heen most helpful. 


TRIAL DISARMAMENT INSPECTION BETWEEN FRIENDLY NATIONS 


I discussed with you some of the matters of disengagement in 
Europe, so I think what we will do is just ask one final question here: 

What do you think of the idea of setting up a trial disarmament 
inspection plan between two friendly countries, such as, let us say, 
the United States and Canada, or the United States and the United 
Kingdom, as a means of giving us a working knowledge of the prac- 
tical problems of inspection, and also of demonstrating whether or not 
inspection would actually work in practice? Would a test like this 
etoo unrealistic to be of any genuine benefit ¢ 

Mr. Hiri. I would say, from a technical point of view, you might 
karn a lot; but from the point of view of dealing with people, you 
karn very little, because the English are somehow different from 
the Russians. 

Senator Humpurey. But speaking from the technical point of view. 
youthink we might very well learn a lot? 

Mr. Hii. I think you might very well learn quite a bit if both sides 
played sort of a two-sided game and tried to fool each other. 

nator Humpnrey. Sort of like mock warfare ? 

Mr. Hixx. That is right. 

Senator Humrurey. Except in this instance, mock political 
thicanery. 

Mr. Hin. I think that is right. A lot might be learned from it. 

Senator Humrnrey. Any other questions to ask ? 

We have Mr. Keyserling to hear from for the completion of his 
testimony. Senator Sparkman ? 

Senator SparkMAN. Thank you, Mr. Chairman. 
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Senator Humpurey. Senator Wiley ¢ 

Senator Wizzy. No. 

Senator Humrurey. Dr. Hill, I want to express the thanks to you 
of the subcommittee for your willingness to come and for the yg 
helpful advice and counsel you have given us. We appreciate i 
very much. 

Mr. Hitz. Thank you very much, Senator Humphrey. It has beep 
an honor to be here. I appreciate it if I can be of assistance. 

Senator Humrpnrey. Thank you. 

Mr. Keyserling, we are delighted to have you back. 


STATEMENT OF LEON KEYSERLING—Resumed 


Senator Wizxy. I wonder if you have a pamphlet, or a book, 
something, which you have gotten out with these exhibits? 

Mr. Keysertine. Well, of course, I prepared some of them specially 
for this committee, but I have a pamphlet which has most of them in 
it which I would be glad to make available to you. 

Senator Humpnrey. Senator Wiley suggested this morning, and] 
think we should now make note of it for the record, that the exhibits 
which you have prepared for this hearing, Mr. Keyserling, should 
be made a part of the testimony ; is that correct ? 

Senator Witey. Yes; and placed in the proper place in the record, 
If they could be numbered, it would be a lot easier for the reporter 
to then fit them into place. 

Senator Humenrey. If the exhibits can be left with us, Mr. Keyser- 
ling, for any short period of time, the staff will make the appropriate 
notations and arrange for photographing them. 

Mr. Keyseruine. I will work it out with the staff. 


ECONOMIC GROWTH OF THE UNITED STATES AND THE U. 8. 8. R. COMPARED 


I want to return to a rather difficult point that I want to try to 
simplify, because I think it is the most important point that has todo 
with economic policy. 

I have always been tremendously concerned with the problem of 
economic growth, as we said this morning, because, in the final analysis 
the only way we have resources to put into military equipment, to put 
into foreign aid, to put into the building of our own factories, into 
the servicing of our own consumers, and into the building of our om 
schools, is how much we produce, how much we grow. That is the 
most vital factor in economic development, and, unfortunately, it his 
been tremendously neglected by classical economists. 

The real struggle that we are engaged in economically with th 
Soviets is twofold: First, who grows faster, and second, who uses the 
growth better. 

In other words, if they are growing at 10 percent a year, and wealt 
growing at 2 or 3 percent a year, it is very simple mathematically thit 
no matter how far ahead of them we are now, with continuation 0 
these growth rates they will be ahead of us before long, just on a mathe 
matical progression. So it is immensely important that we maximz 
our own economic growth. 
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Second is the question of how you use FORE product. We could grow 
ss fast or faster than they did, but if they used one-third of their 
otal national output for military weapons and for economic sub- 
yrsion and for economic blandishments of the underdeveloped areas, 
and we used our national product too largely for luxurious things, we 
night go the way of Carthage, which was much richer than Rome 
but which put its wealth on top of its houses in the form of gold, and 
youldn’t send any elephants to Hannibal. aw 

It has happened many times in a that barbaric societies with 
slower rate of production—and I classify the Russians as such—have 
nonetheless caught up because, unfortunately, from the point of view 
of the more civilized societies, the civilized societies confused softness 
with civilization, and spent too much of their sustenance on luxuries 
and not enough on the things which needed to be done. So you have 
these two questions together, and I think they are very closely related 
to the question of peace; and the question of peace is the essence of 
the question of disarmament, because we don’t want a disarmament at 
the risk of peace. We want disarmament because there is a greater 


ct of peace. 

Phat I have said so far is, I think, relatively simple. What I want 
tosay now relates to this problem of inflation on which there is an 
gormous amount of confusion, and I want to cover it in a somewhat 
different way, because I think it affects everything that the Congress 
does this year, and I also think that Senator Sparkman is particularly 
interested in it, because we have had some exchange on some aspects 
ofit. Let me see if I can state it a little more simply than I did this 
morning. 


THE NATURE OF INFLATION RESULTING FROM WAR 


Suppose your national production capacity is $400 billion, and sup- 
you suddenly get into a large war where your demand suddenly 
mes $500 billion, brought about by your demand for armaments, 

our demand for civilian goods, your demand for everything else. 

ou then have $400 billion of productive capacity, you have $500 bil- 
lion of demand, and you have a general inflationary situation in the 
eel classical economic sense—$5 bidding for $4 worth of goods. 

emanifestations of that are that prices rise rapidly. 

Another manifestation of it is that production expands very rapidly 
ieanse you are in an all-out drive to build that production up to the 
$00 billion level of demand. That is a typical inflationary situation. 

You have rapidly rising prices, but you also have rapidly rising ex- 
pansion of the economy, and the inflation is caused because the economy 
Schallenged to grow even faster than its normal potential, to grow at 
oe or 8 percent a year, as we did during World War II, instead 
oars at 4 percent, which we will say is the normal potential. 

at kind of situation is truly inflationary. It calls for very high 
axes. It calls for very tight credit policy. It calls for postponing 
werything that you do not have to ds immediately, even if it is an 
sential service. You postpone hospitals, you postpone housing, you 
bstpone all kinds of things, to try to bring the 500 closer to the 400 
at is one type of situation. 
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THE CURRENT TYPE OF INFLATION 


Another type of situation which is called inflation is entirely diffe. 
ent, but is often confused with it, and that is the current situation 
Let me just illustrate the current situation with another popp. 
lar illustration. Suppose your productive power is 400, and your de. 
mand is 330 or 350 or 870. You don’t have an overall inflatio 
pressure then. You have something which threatens to become a de. 
flationary gap. Or suppose your production is 400 and your norm] 
=e to expand production is 20 billion a year, and your growthis 
only 10billiona year. Then you are falling behind. 


TODAY’S UNBALANCED ECONOMY 


You are not fully using your resources. Under those circumstanegs 
you do not have general inflationary pressures, but you nonetheles 
may have specific distorted, irregular, disparate price rises accom. 
panied by price drops in other areas, and excessive increases of incom 
in some areas accompanied by excessive decreases in others. Thatis 
not an inflated economy, it is an unbalanced economy. The imbalang 
is taxing its economic growth. The imbalance is not caused by e 
cessive economic growth. 

In other words, if you have industrial prices shooting up 15 or % 
percent in 2 or 3 years, and farm prices falling by the same amount 
in the same Jength of time, you can look at the industrial price inde 
and call it inflation. I call it an unbalanced economy. That kind of 
imbalance is not straining the economy on the inflationary side. Itis 
straining it another way, because it is cutting into the consuming power 
of farmers. It means that we are not using our farm surpluses. The 
rise in industrial prices, as I said this morning, is not necessarily or 
usually a consequence of an excessive demand in a wartime sense, 

I am repeating myself a little bit, but I want to get this picture clear 
because it is so important. 

Automobile prices have not risen over the past 2 years as they have 
because there was an overdemand for automobiles. The automobile 
industry has raised its prices over the last year when they produce 
and sold 1 million to 2 million fewer cars than a year ago. 

There is no straining on productive facilities. Suppose you go back 
to steel and say that the automobile prices have risen because sted 

rices have risen. Well, then, look at automobile profits. They could 
ave absorbed some of the steel price rise, but beyond that, the same 
thing is true of steel. 

There may be some steel bottlenecks now, but if you examine the 
situation over a period of years you will see that in 1949 when th 
economy had an economic recession, or in 1953-54 when the economy 
had another economic recession, and when steel capacity was onl 
8 percent utilized, steel prices rose in both of those years. 

hat is inflation in the sense that the price is rising, but it is a 
entirely different problem from inflation caused by overdemand up 
our productive facilities. That is the kind of situation we have ® 
day. We do not have the situation where we could not build mor 
schools or more housing or provide more national defense withoil 
general inflationary effects. We have a situation where our resoures 
and our prices sad our incomes are flowing too much into segment 
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arts of the economy at the expense of others, which is creating infla- 
tion in those areas, and which needs to be corrected by a variety of 
national policies which gets more of the resources where we need them. 


OUR TOTAL PRODUCT SUFFICIENT TO SERVICE NEEDS OF THE PEOPLE 


[ will carry it one step further. Suppose my analysis were wrong. 
Suppose we did have a general inflationary strain. Suppose our total 
uct really was not sufficient to take care of our express needs, 
which is not the case now. Aside from a few things, you can just walk 
around the block today and buy anything; this is not a general shortage 
stuation. But suppose it were. The fact would still remain that even 
fit were a shortage situation, and if we needed national defense or 
international economic assistance or schools or roads, more than you 
need cars that can run 125 miles an hour, as you said, Senator, then 
the first task of national policy is to take the action which directs some 
ofthe resources into the things you need most. 

Itisnot hard to say what that is. You define the size of the national 
gourity program and the size of the international assistance program 
and the size of the school-aid program or whatever it may be that you 
think you need most on a rational appraisal of what your economy 
an produce, and how much of it you ought to put into these purposes. 
li, contrary to my belief, it results in general overall inflationar 
ressures, then you have to use various tools to restrain those. But 
De believe it will happen. 

Isay, and it will be vindicated by experience, that in any situation 
sort of total war, or a scare-buying situation caused by the outbreak 
if hostilities such as in the Korean period, everything that has hap- 
pened in the American experience has shown that in the long run our 
productive capacity builds up quickly to any level of demand which 
sasserted by effective consumer buying and by the Government deter- 
nination that these are programs that we need. We don’t have an 
ilationary economy in that sense in the United States. Unfortu- 
utely England and some other countries have some inflationary pres- 
sures, but that is not our situation. 

We are operating under a rate of overall production and overall 
gowth which is only half of what it was a few years ago, which is only 
ibout a fourth of the Soviet rate, which is only about a half to less than 
lf up to our current productive potential. That is our big economic 
problem No. 1, because that is the nature of the world struggle. You 
amot fight the Soviets and you cannot fight the battle of economic 
wsistance in the underdeveloped areas with price indexes. 

What I am talking about would result in lal price inflation. But 
joucannot make a beautiful showing in the underdeveloped areas or 
n Western Europe or in any other section of the world where this 
inflict might arise—you cannot make a showing by saying, “Look at 
vhat nice price indexes we have.” It is meaningless. 
tou can make a showing by what kind of defense you have, by what 
und of economy you have, by showing them that you are really servic- 
ng the needs of your own people, and that you are in a position to have 

real things that count in a real fight. 

lam distraught when economic policy always turns to the élassical 
mteria of 40 years ago, when we are living in the turbulent second 
lulf of the 20th century and fighting the kind of battle that we are 
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fighting now. And we are not even making a good record on Prices 
if that were what counted. We are making a horrible record on prices 
right now relative to our productive growth. 


PRICE RISES DUE TO MONOPOLISTIC FACTORS IN THE ECONOMY 


I know you can engage in a political foray and add up all the prig 
increase since 1929, and say that they are slower now. But I am no 
interested in the political application of it. I won’t compare the 
deflation of prices during a depression or the rise of prices during a wy 
with the relative peacetime situation. I say the rise of 4 percent jy 
industrial prices and the rise of 3 percent in the consumer prices jy 
the last 12 months in a relative peacetime situation, with the national 

roduction growing only 2.5 percent, is the biggest price rise and the 
biggest drain on Mpeg power relative to the operations of the 
economy that anybody can find at any time in our modern economy 
history. 

It is not a price rise caused by an overstrained economy. It isg 
price rise caused by certain monopolistic factors in the economy, at the 
expense of the farmer and at the expense of the small-business man 
and at the expense of everybody else whit cannot control and administer 
his prices. The inability of these people to raise their prices to cove 
lowered demand, in contrast to the position of those who can contr 
their prices, is one of our big economic problems. 

I have a few charts which demonstrate that a little more vividly, 
showing the disparate trends in the economy, and which show that half 
of the economy is being deflated while the other half is being inflated. 
The hard money policy, to take just one example, is inflating the half 
of the economy that is inflated and deflating the half that is deflated. 
Tt is not making any correction from the point of view of economie 
balance. We hear that the policy is designed to restrain the excessive 
boom in plant and equipment. 


INVESTMENT BY BIG BUSINESS IN PLANT AND EQUIPMENT 


I agree that the boom is perhaps excessive relative to the other par 
of the economy, but I do not believe that the absolute rate of investment 
in plant and equipment is too high. However, I say when it is it 
creased 10 percent during the past year and consumption has increasel 
2 percent during the past year, we are getting out of balance. Many 
agree that they are out of balance, and the investors themselves st) 
that it is a nonsustainable rate of investment. 

The stock market, which in a general broad way is a sort of indie 
tor of business sentiment about its own prospects, has shown that dur 
ing the past 6 months. So they say that the restraining policy ® 
designed to stop the excessive boom in plant and equipment. It dot 
not stop it one iota, because everybody knows that when (General 
Motors or Chrysler or A. T. & T. or United States Steel or Ford st 
down to decide whether they are going to expand their plants, ther 
are only two things that they consider. First, they consider the long 
range prospects for the sale of their products, and second, they cot 
sider whether by improving their plants they will be able to improve 
their productive efficiency relative to their competitors and reduct 
costs enough to havea better chance in the market. So General Motor 
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did it and then Ford had to do it to keep up with General Motors and 
then Chrysler had to borrow $200 million from Prudential to do the 
same thing. 

A difference of one-half of 1 percent or one-quarter of 1 percent or 
even 2 percent in interest rates is not a factor with them when they 
make a decision like that, because they do not finance out of interest. 
They finance out of retained earnings, they finance out of depreciated 
reserves, and they finance out of the price structure, as I illustrated this 
morning. 

WHERE THE HARD MONEY POLICY REALLY HURTS 


Sothe hard money policy does not affect them one iota. Whom does 
itaffect? It affects the people at the other end of the structure. It 
affects the small-business man because he has to borrow to finance his 
business, and because he has to borrow when he wants to expand his 

ant a little bit. And it affects the farmer because he is the biggest 

rrower of all. He has to refinance every crop with borrowings. ‘And 
itaffects the consumer who is buying durables and it affects the State 
and local governments, which are trying to carry out a normative 
level of public improvements to meet the needs of the people, which we 
say we cannot afford to meet because we do not have the resources with 
ghich to do it. And it affects the Federal Government, which is trying 
to balance its budget at the expense of national security and the other 
things we need to do, because the carrying costs on the national debt 
alone are half a billion to three-quarters of a billion dollars higher 
than they were a few years ago. 


NO POLICY NOW TO RESTRAIN INFLATION AT THE TOP 


Now that is an unbalanced economic policy. Other examples could 
egiven. There is no policy in effect now to restrain the inflation at 
the top of the structure. Those who were deflated are being further 
deflated and those who are inflated are being further inflated. In 
consequence, the overall economy, due to the lack of purchasing power 
among farmers and due to the lack of progress among the lower in- 
come mass consumers and due to the imbalance between the invest- 
ment boom and the consumption picture is going through the tradi- 
tional cyclical process of slowing a greatly in its rate of advance, 
which is the first step toward an absolute downturn. 


MILITARY SPENDING AND FOREIGN AID 


Yet we say that we do not have the productive resources in America 
to build the things we need at home or to do the things we need over- 
vas. I have no judgment on how much we should do. I have my 
feelings. Iam not a military expert. I am not an international aid 
expert. But I have seen working inside the Government, I have seen 
working outside the Government: I have seen the decisions on these 
things made on the wrong grounds. I have seen military expenditures 
cut not because informed people said they should be cut—I could not 
question that—but on the entirely separate ground that we could not 
afford them. 

When I was in the Government, just to show that this is not a 
partisan matter in any way, I sat in a meeting where they got up 
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and said that you would have to shut down the automobile industzy 
unless you cut back on mobilization during the Korean war, when We 
were not getting supplies to our own soldiers. I said “This is abgo. 
lute nonsense.” And within 2 weeks after they said that they had to 
cut back on the defense outlays during a war or they would haye ty 
close the automobile industry, the automobiles were spilling out of 
the ears of people to the extent that the industry had to come to Cop. 
gress and ask for relaxation of the controls so that it would be easiep 
to buy automobiles. 

I have seen this thing happen over and over again. It happened 
at the beginning of World War II when they talked about how mud 
steel capacity they needed, and it is happening again now. We hare 
got to get the American people focused on the job that needs to be 
done, and then ask ourselves honestly whether the American economy 
is going to be sold short while we advertise to the Russians and to the 
rest of the world that we cannot afford half of what they are affording, 

It just does not make sense. 
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This first chart, for example, shows—none of these are my figures— 
this chart shows the changes in productivity. During the period 
1941-53, output per man-hour increased at an annual growth rate of 
37 percent. If productivity is advancing at a 3.7 percent rate and 
there were no growth in the labor force and you had the same number 
of people unemployed, your output should increase by 3.7, broadly 
speaking, assuming no change in working hours. On top of that you 
have an increase of better than 1 percent a year in the labor force, 
and allowing for a gradual decline in average weekly working hours 
of something less than 1 percent, this leads to the conclusion that the 
American economy in this competitive race with the slave world 
ould expand annual output by 4 percent easily. 


RESULTS OF INCOME DEFLATION OF THE FARMER 


If we really took this economic problem as seriously as we take the 
nilitary problem, and if we had an economic policy that conforms to 
ur defense policy, we would really be scratching our heads as to how 
wecan use this productive power of the American economy. We have 
a farm economy where productivity is racing forward so fast that 
ou could produce our current farm output with a much smaller num- 
Oe of people. But few are thinking about how, if you could do that, 
are you going to help these dispossessed people to move into other areas 
of effective productive work where they will produce more and earn 
more? The only thing that is being done is to try and squeeze them 
out by an income deflation, which incidentally does not squeeze them 
out but merely leaves them as under utilized oe staying on the 
farm, since you do not leave the farm merely because you are poor. 
More often you leave it because you are well to do or because you are 
the son of a farmer who did well. And farm deflation does not 
squeeze the people out of the farm population, so they stay there and 
produce less and less and sell less and less and much of their efforts are 
wasted. They are wasted as human beings and they are wasted as 
«onomic producers. 

While we have that terrific waste on the farm alone, we tell our 
people that we cannot afford a few more schools and cannot afford na- 
tional defense. How does that look to other people who can read 
figures, even if they have a different approach to some of these 
problems ? 

Now this productivity figure just is not consistent with an American 
eonomic growth of 214 percent a year. It just is not consistent with 
i. Therefore to talk about inflation in the sense of our attempting 
todo more as a nation than we have the productive power to do is 
ndiculous. It is an altogether different kind of inflationary situation 
from that. The chart which you already saw, illustrates the slow- 
down in the rate of our economic growth, and how that is leading to 
deficits in what we are producing as compared with what we could do. 
(See chart on p. 1188.) 

let's look at this price chart for a minute. (See chart on p. 1210.) 
Broadly speaking, in order to discuss this inflationary problem at all, 
you have to distinguish among different kinds of seaitupas Sure, if 
you go back to 1939 and look onward to 1956, we have had an awful 
lot of price increases. Maybe we should not have had so many, but 
k's analyze it a little more. In 1939 we had 9 million unemployed. 
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We moved into a war situation where we suddenly reflated the actya} 
operations of the economy from an extremely slack economy to a 
tremendously vibrant and dynamic economy so that we came ou 
of the war with a real product about 50 times greater than the 1939 
level. 


PRICE INFLATION RESULTING FROM WORLD WAR II 


Of course during that period from 1939 to 1946 we had price jy. 
flation. Maybe it could have been controlled more. In order to 
control it more, however, you would have had to tax the people for 
almost the whole cost of the war instead of taxing them for half the 
cost of the war, and none of the people on the conservative economic 
side wanted to do that. In fact, they wanted to tax the people eye, 
less during the war than we succeedeed in taxing them. So the money 
with which the people bought savings bonds were euphemistiec gay. 
ings. It wasnot areal saving. 

If you save money and the money is put in a bank and then it goes 
into plant and equipment you have got something to pay you off on 
the savings. The saving is going into something productive. But if 
you buy a savings bond and the money is taken and burned up in 
ammunition, there is nothing in back of the saving. So the savings 
that the people had at the end of the war was the consequence of 
financing the war in a way that made the people think that they wer 
saving when they were really paying for the war. In fact you have 
to pay for a war out of current production. You have to burn it up, 
and that is paying for it. 

These are the reasons for some of those inflations, and they had 
no relation to the current situation. 

Now you come over into another period. You had a price inflation 
at the beginning of the Korean war, mostly the scare-buying partict- 
larly after the Chinese intervention. ‘There was a tremendous rush 
for inventory buying both by consumers and by businesses. That 
led to a big price inflation. But aside from that, what do you 
see? Aside from the farm-price situation, you see between 1951 and 
practically the end of 1955 a demonstration so interesting and con- 
pelling that even the former Chairman of the Council of Economic 
Advisers, Mr. Burns, who resigned not long ago, was brought to the 
point of saying “here is a demonstration of how we can operate at 
high levels of employment and high levels of production without 
inflation.” 

THE PRICE INFLATION OF 1956 


Then in 1956 you begin getting a serious price inflation. Is it be 
cause the economy was growing faster? No. The rate of the eco 
nomic expansion in 1956 was less than half what it was in 19%). 
Excluding the recession year of 1954, it was the lowest it has been 
in several years. 

The price inflation in 1956 is a distorted price operation with some 
people able simply to assert their power to increase prices. That call 
for an investigation, at least it calls for examination of the subject 

Senator Humrnery. I asked for that today in the Senate, I want 
you to know. 


AFTER [95/1 - FARM INCOME 
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Mr. Keysertine. It has nothing to do with excessive total demand. 
There is your picture on the price situation when you separate it out. 
[ won't argue the separate point of whether in the long span of 56 
years the rising price level accompanied by rising production, a 
change in the flow of income, has been a net benefit to the country. 
That is @ separate question in itself which I will skip over. 

Let’s go on to some other things. I have a few examples here of 
the distortion in the production and income picture as they are arising. 


Farm Income 
from Form Sources” 
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This first one shows the typical story of how representative real 
prices, national income has gone up 18 percent since 1951, and farm 
income has gone down 19 percent. That is a part of the whole pictur 
of the distortion of the production-income price stream. Showing 
it a little more dramatically, here is the picture on a per capita basis 
in real dollars. 


STUDIES OF FARM INCOME IN THE MIDDLE WEST 


Senator Humpnurey. Mr. Keyserling, some time ago the Farmers 
Union Grain Terminal Association out of St. Paul which operates 
or has membership in several of the Midwestern States—North 
Dakota, South Dakota, Colorado, Montana, Wyoming, Iowa, areas 
of Minnesota, and, I imagine, some areas over in your State, Senator 


Wiley—made a study of individual farm income. They actually sent | 


people out to the farm homes. This was done by competent account 
ants, lawyers, research experts. I think they spent two or three hu 
dred thousand dollars or more making this study. It was revealed that 
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(here was a great potential market in these farm families for con- 
sumer goods in particular and for some heavy goods such as farm 

uipment—a market potential that ran up into several billions of 
dollars, if they had the purchasing power. 

It seems at times that we spend an awful lot of time and money and 
attention trying to create a market off in the Fiji Islands or Mada- 
sascar or Some other place, and very little time and effort trying to 
create a better market here where we all use the same currency, high- 
ways, and postage stamps, and speak the same language. __ 

[ am not opposed, may I say, to the efforts for improving our 
foreign trade or for stepping up new market opportunities in other 
areas Of the world. But these charts Just remind me of the almost 
shocking ignorance that prevails within the economic system at times 
when we have foreclosed the opportunity of doing something about 
markets right at home. 

It seems to me that instead of looking to see whether or not we 
can sell more automobiles in South America, it might be better to see 
if we could not sell a few more new automobiles to some people right 
in North America. 


RAISING THE PURCHASING POWER OF THE FARMER 


Mr. Krysertina. I am in favor, as you are, of international eco- 
nomic assistance on other grounds, but the greatest. underdeveloped 
market for American products is in the American farm population 
and in the underdeveloped parts of our own country generally. 

I don’t say that as an isolationist. It is an entirely separate point. 
But let me illustrate the popular thinking on the question which has 
an impact on farm legislation and the economics of the farm problem. 
One of the biggest economists working for one of the largest invest- 
ment houses in the United States—I won’t mention the name—sent 
out a letter recently, or last year, in which he said that it did not 
matter much what happened to farm income because farm income was 
now only 5 percent or something like that of national income—— 

Senator Humpnrey. Ten percent. 

Mr. Keysreriine. It depends on which farm income you take, but 

let’s say 10 percent, and it was already so low that it did not make 
much difference to the rest of the economy how much lower it went 
that the farm problem had ceased to be a national problem although 
itaffected 22 million people. 
_Isaid this was like the merchant in a small town who was complain- 
ing that the customers were not coming into his store any more and his 
inends said, “Why should you worry about that, that does not hurt 
yuany. They are all unemployed and they could not buy anything 
even if they came in.” 


RELATION OF FARM INCOME TO THE OVERALL ECONOMY 


_The question is not the fact that farm income is so low that 
tt does not mean anything to the rest of the economy. If we had 
magination we would say, “How much would it mean to the rest of 
the economy if these 22 million people in the farm population could 

brought up to something even approximating the kind of living 
standards and consumption that the rest of the population has in terms 
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not only of automobiles but in terms of household durables, in terms 
of education, in terms of everything that goes into making Up a 
standard of living.” 

Senator Humpnurey. Of course. 

Mr. Krysertinc. That is the way we ought to be appr ‘oaching it, 

Senator Humpurey. And that chart that you have there indicates to 
us that the farm family per capita, the farm per capita income is con. 
tinuing to go down in respect to the nonfarm income. 

Mr. “KEYSERLING. There is no question about it, and furthermore, 
farm income continued to go down in 1956, it did not go up, when you 
adjust for price changes and inventories, it went down in 1956, It is 
still going down. 

Senator Winey. Are you going to give us the answer ? 

Mr. Krysertine. I was not going to undertake that this afternoon, 
Senator. 

Senator Humpurey. Not this afternoon, S Senator Wiley, because in 
just about 10 more minutes we are going to have to rec ess because | 
have another appointment. 

Mr. Keryseruinea. I have exhibited this chart not from the viewpoint 
of anything except the fact we hear a great deal of talk about the 

causes of inflation and we hear a great deal of talk about rising costs, 
so I have adjusted for maliers m prices the rates of change in various 
types of incomes in the United States over the past few vears. 

The top line shows—this is on an annual basis—farm income down 
3.4 percent a year, wage income up 4 percent, personal interest income, 
largely due to the rises in interest rates up some 6.6 percent, dividends 
up 7 percent, total personal income up 3.8 percent and profits 49 
percent. That indicates some of the distortions in the structure that 
I talked about. I call it selective inflation and selective deflation. 

I have some other studies that relate to the last thing we talked 
about, which is our economic capacities within a prosperity budget 
to do certain things over a period of years and how they could be 
reconciled. 

That gets into a slightly different subject. 


CONDITIONS WHICH JUSTIFY DISARMAMENT 


Let me just say in summary, thanking you all for your attention and 
time, that I do not think I have just used a disarmament he: wring as 
an. opportunity “ talk about something that has nothing to do with 
disarmament. I don’t believe that disarmament can be worked out 
by any trick formula, by any political combination. Disarmament, if 
it is not going to be suicidal to the United States, can come only when 
the conditions exist which justify disarmament. The c ‘onditions which 
justify disarmament can exist only when we are in a position where 
we can disarm without fear and without risk. Obviously that means 
some kind of mutuality of disarmament. 

Then you get to the question of how are you going to get mutuality 
of disarmament? You can get it in only 1 of "2 w ays. You can get 
it either through the Sov iets. having a profound and basic change of 
heart and of philosophy, which I think is impossible, or you can get 
it because they begin to see that they cannot win without war. Tf 
ever-evolving development year by year shows that without war they 

can take over more of the globe and more of the peoples and win the 
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LABOR AND FARM INCOMES, 1953-'56 
GREW TOO SLOWLY RELATIVE TO OTHER 
INCOMES TO SUSTAIN FULL PROSPERITY 


Average Annual Rates of Change in 1955 Dollars 


+7.0% 
+6.6% 


4.2% s40% 


Farm Income 
from All 
Sources 


Compensation Wages Personal Dividends Total Corporate 


of Employees and interest Personal Profits 
Salaries Income Income 


~3.4% 


THE BALANCE WAS BETTER IN 1947-'53 
(Farm Income Did Decline, but Less Than in 1953-'56) 
Average Annual Rotes of Change in 1955 Dollars 
+5.7% 


5.1% +5.0% 


Farm income 
from All 
Sources 


Compensation Wages Personal Dividends Total Corporate 


of Employees and Interest Personal Profits 
Salaries Income Income 


-3.0% 


Dota: 1947-1955, Dept. of Commerce; 1956 estimated by Conference on Economic Progress 
on basis of first half year ond Outlook. 
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allegiance of more and more through the various tricks and devices 
which they are now using, how are you going to get disarmament? 


PROPER USE OF OUR ECONOMIC STRENGTH CLOSELY RELATED To9 
DISARMAMENT 


I still believe, despite the fact that nobody knows the exact formula 
and despite the fact that we have had many disappointments, and 
despite the fact that it is not easy, that there are ways that we can ug 
our resources in this struggle which we did not create but which exists, 
to maximize our strength rather than to let it slip by the board, and 
to use it on a better priority-ratings basis than we are using it nov, 
That is why I think that this question of our economic strength and 
how we use it is closely related to the possibility of ever being able 
to arrive at a situation where peace can be a prospect and therefore 
where disarmament can make sense. Therefore I think it is an im. 
mediate aspect now and not 5 years from now or 10 years from now of 
the whole problem of what we really mean when we work toward 
disarmament. 

There are many other aspects of it that you are probably concerned 
with more closely related to disarmament in the traditional sense, the 
techniques of disarmament, and I agree with what was said this mom. 
ing, that just because you cannot do it all now is not any reason why 
you cannot make some starts in some directions. 

I agree with all of that. But I am absolutely convince dd, and maybe 
it is only my preoccupation with my subject, that this is a struggle 
among two great world camps as to which can promise to provide— 
not provide, “because the Russians promise a lot of things they cannot 
do-——- 

Senator Humpurey. But they also do a lot of things which we 
don’t think they will do. 

Mr. Keysertinc. They also do a lot of things. 

Senator Humeurey. You are sort of spoon-fed on the theory of two 
almost incredible propositions. One is that the Soviets are supermen, 
which they are not, and the other one is that they are incompetents 
and cannot do anything, which is not true either. 

I think we have to face up to the fact that in some areas of the 
world they are making substantial inroads. While I suppose it is still 
fair to say that we are considerably out in front, and obviously our 
measure of good will in the world is far beyond theirs, I think it is 
interesting to note that the Soviets are pouring their people into Asia 
and Africa, pouring them in by the hundreds, and that they also are 
making substantial economic as well as technical assistance provisions 
and grants in those areas. (See chart on p. 1192.) 

Mr. Keyseruine. I had this chart up this morning, but it is the most 
important one of all. I just want to leave it in your memories. That 
is the chart on the relative rates of economic growth. 


EMPHASIS OF THE SOVIET UNION ON ECONOMIC PRODUCTION 


Senator Humpurery. You know when you had this chart here this 
morning, Mr. Keyserling, I meant to interrupt at that time. We 
always write off Nikita Khrushchev as a sort of verbose, uncouth, and, 
according to the press reports, the kind of person who gets a little 
drunk at parties and says things that insult people. 
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However, if you will study any of his addresses, he continuously 
refers to the fact that the Soviet will win because of economic pro- 
ductivity. It is not the military—once in a while he has gotten off 
the deep end and has said, “We will grind you into the dirt”; but he 
always ends up somewhere in his speeches, saying what the economic 
factsare. The emphasis upon economics in the Soviet Union is some- 
thing it seems to me that challenges the best qualities of Americans. 
[think we ought to be able to take these fellows on. If they want 
competition in the area of economics let’s give it to them. 

Senator Sparkman ? 


IS DISARMAMENT POSSIBLE WITHOUT ECONOMIC SHOCK ? 


Senator SpARKMAN. Mr. Chairman, I could ask Mix. Keyserling a 
lot of questions, but I know you have an appointment. Let me ask you 
ust this: A while ago you shunted away from the idea as to our 
ability to disarm from an economic standpoint, I mean without too 
great a shock. One thing that the Russians are always throwing at us 
has been that our prosperity is based upon war production. Now is it 
your feeling that that 1s not necessarily true, and furthermore, that we 
wuld go through a disarmament program without suffering too great 
m economic shock ¢ 

Mr. Keyseriinc. My feeling is that we certainly could. As a matter 
of fact, toward the end of World War II I was one of the minority 
who disagreed with the view that we would have 8 million unemployed 
after World War II. 

Senator SpaRKMAN. How many / 

Mr. Keyseriine. Eight million. Actually we had two and a half 
million. 

Senator SparKMAN. Yes. 

Mr. Keysertine. I was one of those who toward the end of the 
Korean war forecast that we could have several years of high-level 
prosperity at least, which was regarded as unduly optimistic. No, I 
think we have shown definitely—and I had a chart here this morning 
which reviewed the history after World War I1—definitely that we 
can do it. (See chart on p. 1185.) 

I would equally emphasize that it did not happen automatically. 
Ithappened because we took the bull by the horns and adopted policies. 
Why, just the one policy of giving veterans a chance to go to school, 
that one little policy all by itself meant that when the Armed Forces 
were reduced by 8 million, the increase in the civilian labor force was 
oly 3 million, so that we had to find 3 million more civilian jobs 
between 1944 and 1946, and not 8 million more, just that one little 
thing. 

Senator SparKMAN. Of course, when you say giving them a chance 
to go to school, you also include on-the-job training ? 

Mr. Knysertine. Sure; the whole thing. 

Senator SPARKMAN. Farm training? 

Mr. Keyseriine. Certainly. 

Senator SpaRKMAN. All of that? 

Mr. Keyseriinc. The whole thing. 

Senator SparKMAN. I may say I have often thought of that in 
connection with this whole subject of war production. I was a mem- 
ler of the House Military Affairs Committee at the time when we had 
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the problems of mobilization, and I can remember so well while the 
war was still going on when the problem was put to us as to what was 
going to happen. It was then that we started building these programs 
to take care of it. As a matter of fact, I wonder if perhaps war pro- 
duction might actually be a deterrent. I mean it holds back our being 
able to utilize our full productive capacity. 


CONCERN FOR PEACE RATHER THAN WAR 


Mr. Keysertine. Well, it certainly ought to be that way. We cer. 
tainly ought to be able to do better in peacetime than in wartime, We 
usu: ally have not, but we certainly ought to be able to. It all gets down 
to the question of whether people are willing to be as concerned about 
the problems of peace as they are about the problems of war. If we 
made half the effort, we could do very much better. 

Senator SparKMAN. We have the habit of pledging our full rw 
sources for the conduct of war, but we do not feel called upon to do 
that in conducting peacetime endeavors; is that right ¢ 

Mr. Keyseruine. That is so, and to a degree it is good. I meap 
to a degree it is good because we do not want to live in the kind of 
a country 

Senator SparKMAN. Of course one is a challenge to our survival, 

Mr. Keryseriine. Yes. 

Senator SparKMAN. The other perhaps is regarded as more or less 
a challenge to better living, more lainiiey. 

Senator Humpnurey. Well, I surely want to thank you, Mr. Keyser. 
ling, for your willingness to come here. 

Senator Wiley wants to ask you a couple of questions, and T am 
going to ask, if you do not mind, to be excused, and I am going to 
turn the hear ing over to Senator Sparkman. 

Senator Sparkman. I will stay here and watch my friend. 


CONTROVERSY OVER THE PRESIDENT’S BUDGET 


Senator Witey. What is our national income today ? 

Mr. Keyseruinc. Our national product today is about $420 billion, 
according to the last figures available, and I suppose our national 
income is about $340 billion or something like that. 

Senator Wirey. And we spend for war a total of how much? 

Mr. Kryseruinc. In the new budget the estimate for fiscal 1958 ex 
penditures on major national security programs is about $43 billion. 
This year it is about $41 billion. 

Senator Witry. Now this morning I think you made the statement 
that you thought the President was right and the Secretary was not, 
You were ti king about Secretary Humphrey’ y's statement in relation 
to fearing a depression, were you not # 

Mr. Krysertine. As I read it in the papers— I don’t have any inti- 
mate communication with either of the two, but as I read it in the 
paper Humphrey said that if the President’s budget was 

—iad out, we all have a depression which would curl our hair. 
was merely saying as an economist that I certainly agreed with the 
President and not with Secretary Humphrey, that the President’ 
budget is not an overstatement of what we can afford to do and need 
to do in this world situation. I might, on the other side, say that even 
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the President’s budget in some respects underestimates my own judg- 
ment of the American economy’s potentials. But I did say—and I 
repeat—that as between the two I certainly agree with the President. 

Senator Wier. In your discussion—and I hope some time to hear 
you give us a full and complete discussion on the remedy for the pres- 
ent situation—I had one farmer who said, “I don’t know what infla- 
tion means, but every time I hear it, they take another nick out of 
the few dollars I have saved.” 

Now there are millions of people who have seen that depreciated 
dollar. The farmer gets very little for what he produced, and the 
man who has saved through insurance and in other ways feels that 
his dollar is becoming less and less. Then there is a third class, as 
you have suggested this morning, who is getting the benefit in increased 
prices, and all this and that. In handling the overall situation, you 
consider those three potential classes, do you? 

Mr. Krysertinc. Well, you know we don’t have exactly classes. 

Senator Witey. Groups, if you want to call it that. 

Mr. Keysertinc. We do not have classes in the American economy 
because it shades over, which is very fortunate. A farmer may own 
alittle stock in something and so forth. But generally speaking, the 
people I refer to were the large hard core industrial group, the farm 
producer group and the general body of consumers. 

Senator Wixey. I get letters every day from that group of con- 
sumers that you speak of, saying that in spite of how little the farmer 
gets, they have to pay, and pay through the nose, and their dollar does 
not buy very much. 


DECLINE IN FARM PRICES NOT PASSED ON TO CONSUMERS 


Mr. Keysertinc. That is absolutely right, but the whole point of 
that is that the decrease in farm prices—the fantastic decrease in farm 
prices over the past years since 1949, and increasingly since 1951—has 
not been reflected except in a miniscule way in the retail prices of food, 
because the retail prices of food are not determined, like the farmers’ 
prices are, in the free market. The retail prices of food are derived to 
alarge extent from the administered price structure on the part of 
those from whom the retailer buys. Now the retailer is still fairly 
competitive and he marks down pretty well his costs, although that 
is increasingly becoming monopolized also, but he is still relatively 
competitive. But he does not buy from the farmer. He buys from 
the big suppliers, who in turn buy from the farmer or from the pro- 
cessor who buys from the farmers. These suppliers and processors 
have a partially administered price structure somewhat reminiscent 
of that of the steel industry. 

Consequently, very little of the decline in farm prices has been 
passed on to the consumer. 

Senator Witry. Of course the cost of distribution, as they say, the 
costs of everything from the time it leaves the farm until you and I 
asa consumer have to buy it gives that increased price. 


LARGE PROFIT MARGINS OF DISTRIBUTORS 


Mr. Kryseriinc. There is more to it than that, Senator. 
For instance, if the householder wants to buy packaged frozen 
strawberries, there are more distributive costs than if she buys straw- 
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berries off a cart from the farmer and that is natural and normal, 
She has to expect to pay that increased cost which the farmer dogs 
not get, but there is more than that to it. 

Even beyond that increase in distributive costs which arises from 
the changes in the nature of food consumption, the profit marging of 
some of these administrative price people compares in a very strange 

yay with what is happening economically to the farmer. They ary 
not merely charging the increased distributive costs. They are also 
handling the price structure in a way that does very well by them jn. 
deed. 1 think that the producer should get somewhat more of the 
consumer’s dollar than the producer has been getting. 

Senator Witry. Then we come to the vital question which you wil] 
discuss with us, I hope some other time, your remedy for this dislo- 
cation, as we might call it, between those three groups. 

Mr. Krysertinc. At some other time. 

Senator Witey. Thank you very much. 

Mr. Krysertine. Thank you very much. 

Senator SparkMAN. Thank you, Mr. Keyserling. 

The subcommittee will now recess. 

(Whereupon, at 4:35 p. m., the subcommittee was adjourned.) 


x 
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THURSDAY, MARCH 7, 1957 


Unitrep Srates SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
SUBCOMMITTEE ON DISARMAMENT, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
318, Senate Office Building, Senator Hubert H. Humphrey (chairman 
ofthe subcommittee) presiding. 

Present: Senators Humphrey, Pastore, Long, and Hickenlooper. 


OrENING REMARKS OF THE CHAIRMAN 


Senator Humpurey. Our hearing this morning is devoted primarily 
to the economic implications of disarmament. This is a continuation 
of hearings of some weeks ago. One of the terms of reference of the 
resolution creating the subcommittee is the “relationship of armaments 
tothe state of the world economy.” It is important that the subcom- 
nittee receive testimony on the extent to which a reduction in arma- 
ments would pose problems for the economy and whether government, 
business, labor, agriculture and other interested groups should plan 
waysin which such problems should be met. 

lam convinced that armaments are not an essential ingredient in 
| our prosperity. The United States has maintained a stable and ex- 
panding economy in the past without a large defense budget and I 
ielieve that it can do so again. 

On the other hand, a budget for national security expenditures 
which tops $40 billion does have a tremendous effect on the factors of 
eonomic growth. 

The effect of a reduction of such expenditures, moreover, would not 
evenly distributed throughout the country. Some industries and 
geographic areas would be affected more than others. Shifts would 
oeur in our foreign trade which in turn would produce changes in the 
economic picture of other nations. 

These are a few of the matters on which the subcommittee needs to 
bebetter informed. 

We also need to consider how to take advantage of the opportunities 
vhich disarmament would offer. Savings of manpower, resources, and 
money would result if our defense budget could be cut substantially. A 
number of courses could be followed to make use of these savings. We 
should explore which course or courses would give the best return for 
the welfare of our citizens and the future growth of our country. 

0increase our understanding and knowledge of the relationship of 
maments to the economy the subcommittee has invited several well- 
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qualified economists with a variety of background and experiene 
testify before it. Three of them will appear today and two wilh 
heard on Wednesday, March 13. : 

In discussing the effects of disarmament on the economy neither | 
nor, [ am sure, any member of the subcommittee is assuming that dis 
armament is imminent. We only assume that disarmament wil] Come 
when the conditions are right for it, when we have concluded a wor, 
able and safe agreement with other countries. 

But we must not wait until an arms control agreement has beer 
reached before beginning to contemplate the problems and opportuy:. 
ties which it would create. We hope earnestly and fervently that, 
third world war will never come but, nevertheless, we are spending a 
enormous amount of our resources and energy not only to preva 
war from breaking out but also to devise ways to defend ourselyg 
should it occur. 

If we put this much effort into planning for an event we pray yil 
never take place then we should certainly expend at least some effor 
in planning to meet a situation which we dearly want to happen, 
namely, disarmament. 


INTRODUCTION OF MR. WILLIAM MC CHESNEY MARTIN, JR, 


With that introductory statement as a frame of reference for th 
comments of the witnesses, let me present the first witness, who is the 
distinguished Chairman of the Federal Reserve Board, Mr. William 
McChesney Martin, Jr. 

Mr. Martin has had varied and valuable experience in the formu. 
tion and administration of both national] and international econome 
policy. 

Previous to his present position as Chairman of the Federal Resern 
Board, Mr. Martin has served as Chairman of the Board of Directon 
of the Export-Import Bank, Assistant Secretary of the Treasury, ani 
United States Executive Director of the International Bank for he 
construction and Development. 

It is a pleasure to have you with us, Mr. Martin, and to hear you 
views on the effect a reduction of armaments would have on our ecot 
omy, both in terms of the problems and the opportunities which dis 
armament offers from an economic point of view. 

(Following are pertinent portions of the chairman’s letter to Mt 
Martin suggesting areas of testimony in which the subcommite 
would be interested :) 

It is impossible to state at this time how the United States defense budgt 
would be affected under any type of comprehensive or limited arms contr 
agreement. In order to obtain some understanding of possible effects of a Te 
duction of armaments I would like to pose a few questions on the assumplil 
that the defense budget was reduced by an across-the-board cut of 50 percett. 

(a) What immediate major problems, if any, might arise in the workix 
of the United States economy as a whole? Would the economy under prestll 
conditions be likely to make its own adjustments to any such problems 
would the Government be called to take special measures to keep production ail 
employment at high levels? If you think the Government might be required! 
take specific measures can you discuss the relative merits of various cour 
of action such as changes in fiscal or monetary policy or specific programs 
certain areas? 

(b) Some opinion has been advanced that the overall adjustments the econdll] 
would need to make would not be so great that the Government would need! 
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consider special measures, but that there would occur special problems either in 
geographic areas or in individual industries such as aircraft, electronics, 
se nipbullding. Can you comment on whether such specific problems might 
and the extent to which Government or private industry or both should 

to meet them? ‘ 

(¢) Another area of interest to the subcommittee concerns the extent to 
which savings would be available as a result of the cutback in defense expendi- 
rures. Again assuming a 50 percent reduction in a $40 billion defense budget, 
ean you provide the subcommittee with any guide as to how Government revenue, 
and thus savings, would be affected? Assuming that some savings would result, 
would you care to comment on the relative merits, in terms of the viability 
of the economy, of the use to which such savings should be put? For example, 
should taxes be reduced, and if so, where? Or should the money be used pri- 

to reduce the debt, increase Federal domestic programs, or accelerate the 
mite of foreign aid? I am not thinking here of the political merits, domestic or 
foreign, of such uses of savings but of their effects on stability and growth of 

omy. 
Mal believe the subcommittee would also find it of interest to know whether 
the experience of the immediate post-World War II period and the period of 
mid-1953 to mid-1954 would have any relevance to our understanding of how 
to handle situations resulting from a decrease in defense spending. 

(e) We also would be interested in any comments you might have on the 
extent to which armaments have become an important factor in international 
trade, For example, does United States spending for foreign military aid, con- 
struction of bases, and maintenance of its overseas forces appreciably affect the 
dollar resources of individual countries? And, if so, would any problems arise 
in individual countries’ balance of payments if this dollar supply were elimi- 
nated or substantially reduced under a disarmament agreement? 

I would like to emphasize that these questions are suggestive of areas of 
concern to the subcommittee. You need not feel bound to comment on all of 
them nor should they restrict other points you believe should be made. Per- 
sonally I am extremely interested in the economic aspects of this whole question 
and I think the subcommittee can make a definite contribution to our under- 
standing of the relationship between armaments and the economy. I do not 
think that the line taken by our adversaries in Moscow is valid, namely, that 
our economy rests solely on armaments, But neither do I think that we should 
pretend that a defense budget of some $40 billion has no effect whatsoever on 


the economy. 
Tam happy to welcome to our subcommittee again a very diligent 
and able member, Senator Pastore, who will join me in the questioning. 


Go ahead, Mr. Chairman. 


STATEMENT OF WILLIAM McCHESNEY MARTIN, JR., CHAIRMAN, 
FEDERAL RESERVE BOARD 


Mr. Martin. It is something of a novelty and a relief to appear 
before a committee of Congress in my individual and not in an official 
capacity. Mr. Chairman, in your letter to me of January 7, you ad- 
dressed me not in my official role, but, I gathered, as one who has been 
interested in economic studies for a good many years. 

I want to state at the outset that I don’t profess to be a complete 
expert in the vast areas that this study is exploring. 


FACTORS AFFECTING ECONOMIC IMPACT OF REDUCTION OF ARMAMENTS 


Your letter said that “in order to obtain some understanding of 
possible effects of a reduction in armaments, I would like to pose a few 
questions on the assumption that the defense budget was reduced by 
an across-the-board cut of 50 percent.” 

you are aware, that is a hypothetical proposition that would be 
affected by many unforeseeable possibilities—the timing of such a cu 
Whether it was brought about gradually or abruptly, the state of the 
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economy at the time, the needs of the country for all manner of 
and services, housing, roads, schools, and so on. The labor fon, 
available would be a very important factor. 

Despite these amaeiaiien: it seems to me very worthwhile 
make certain assumptions, as you have done, and then to explore {ly 
possibilities—if not the probabilities. One’s view of the future & 
pends largely on his own state of mind, his confidence in the Vitality 
and adaptability of our economic system and institutions. 

I am a perennial optimist. Experience of the not distant past hy 
I think, demonstrated the extraordinary capacity of this country j 
adjust to radically different environments—from slack times, to py. 
paredness, to all-out war, to a period of postwar transition that dij 
not bring about the heavy tide of unemployment that was almog 
universally feared and predicted. 

Being an optimist about our future, I do not accept the belief thy 
prosperity rests upon indefinite continuance of vast Government ¢. 
penditures for arms. The diversion to private consumption or othe 

ublic uses of the great resources of manpower and materials at oy 
isposal could, I believe, add immeasurably to our standard of living 
without grave economic dislocation. 

I have a paper that I am going to present prepared by the staff ¢ 
the Board to point this up a little bit but I should like to summarig 
at this point the gist of my comments. 

Specifically, if national security expenditures could be cut by i 
percent, then a sizable part of our national saving could be redirectal 
toward schools and roads without inflationary effects and/or taxy 
could be reduced thus permitting individuals either to improve thei 
standard of living or to save for a rainy day and our resources in th 
ground could be conserved for future generations. 

We could of course so mismanage our affairs that transitions woul! 
be wasteful, painful and needlessly severe. I have a high degree 
confidence that we will not bungle that badly. 


SUGGESTION FOR DISARMAMENT MOBILIZATION COMMITTEE 


I would like toadda point here. I didn’t put in my prepared written 
remarks that I have served ex officio for 6 years on the Defense Mobil: 
zation Board. I have witnessed the ups and downs of our activitis 
in that Board, and while I don’t think this committee is asking fm 
suggestions, I thought I would interpolate that it seems to me thati 
such a situation as we all hope may come about should arise, this Boarl 
could easily become a disarmament mobilization Board and effect som 
of the planning that I think would be essential in such a time, abot 
as well as any organization that it has been my pleasure to witne 
perform in Government. 

I served on it when Charles E. (General Electric) Wilson ws 
Chairman and subsequently with Mr. Arthur Flemming. 

Senator Pastore. May I ask a question at this point? 

Senator Humpnrey. Yes. 


NEED FOR COMPREHENSIVE PLANNING 


Senator Pastore. Do you know of any activity on the part of Gor 
ernment or otherwise that is making a study of the possible problen 
that might crop up in the event that this transition does take plac! 


a li 


ttl 


certai: 


4 


id] 





» to pre. 
that did 
3 almog 


lief that 
Ment er. 


or other 


e Mobili 
activities 
sking for 
re thatif 
11s Board 
Tect some 
ne, abott 


o witnes 


ison wis 


CONTROL AND REDUCTION OF ARMAMENTS 1251 


Do you know of any machinery or program that could be thrown into 
affect to alleviate any long-term economic dislocation ? 

Mr. Martin. No, I don’t. We have given some consideration to these 
things at the Board but only on a desultory basis. It is not on an 
organized basis. 

nator Pastore. It is not on an organized basis? I was Governor 
inmy State when in 1949 we experienced in Rhode Island a rather 
grious situation. We found that the unemployment in our State 
was much more serious percentagewise than it was in other parts 
of the country. 

I suppose that was attributable to the fact that we are 96 percent 
gmanufacturing State and when the blow came of course it hit us with 
cataclysmic force. We have been trying for the longest time—I don’t 
want to comment on this especially—to get sort of a reassurance of our 
memployment compensation funds for the simple reason that when 
an area is hard hit the locality that has to sustain the solvency of such 
a fund is the locality that it least able to do it. You will find that the 
oly way you can actually raise this money is to go to a depressed 
industry that is depressed more than its competitors in other parts 
of the country, which increases the strain rather than alleviates it. 

I was thinking, as you were talking on this point, that perhaps this 
isthe time to prepare. Surely we should be seriously considering 
these problems of the future in order to have ready a program that 
ould be thrown into effect the minute we began to see signs of this. 
Then a change wouldn’t hit us with such a blow as to stun us with 
the inability to meet this in the gradual, sensible, calm fashion that 
might be necessary in order to meet the problem. 

Mr. Martin. I think your comment is very pertinent and it struck 
me forcibly as I prepared for this hearing, because we at the Board, 
working through the Defense Mobilization Board have been working 
atively on plans for mobilizing our resources in the event of another 
emergency and we have done a great amount of work on it. 

We have spent hours on it. It struck me very forcibly in reviewing 
this particular problem that perhaps we ought to spend a little time, 
alittle more time, on what would happen in the event that we were 
certain that all the clouds had disappeared or they were disappearing 
rapidly and we had to move in the opposite direction. 

agree completely with your comment and I know 

Senator Pastore. I was never so happy as to hear you say that. 
We did have the experience before. Of course later things began 
tochange a little bit which brings us right within this field that you 
are talking about. 

Mr. Martin. I agree completely with that comment. 

Senator Humpnrey. As you undoubtedly know, Mr. Martin, we 
shared our concern about this problem with the Joint Committee on 
the Economic Report. We asked the excellent staff of that committee 
as Well as the experienced membership of that committee if they would 
concentrate some of their time and attention on these matters. We 
hoped, feeling as Senator Pastore has indicated and as you have indi- 
cated, that all possibilities ought to be explored, that this country 
ought not to be caught short in case the happy events that we hope 
for should come about. 

Mr. Marttn. That’s right, sir. 

tor Humenrery. Go right ahead, sir. 
87819—57—pt. 132 
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Mr. Marrin. Mr. Chairman, I would like merely to present to th 
committee this memorandum concerning control of armament 
tion through budgetary inspection. The gist of it is that it ig th 
thinking of our staff, in which I concur, that it is not a satisfactg, 
means of policing armament reduction. 

Senator Humpnrey. That is the gist of this short memo here! 

Mr. Martin. That’s right. 

Senator Humrpurey. What you are saying, to be more explicit, j 
that if you take a look at the budget approved by the Supreme Soy 
and say this is the military budget for the U.S. S. R., that doeg) 
tell the whole story ? 

Mr. Martin. That is correct. 

Senator Humrurey. This would be true also of other countries! 

Mr. Martin. That’s right. 

Senator Humpurey. So to rely upon budgetary statistics or ang 
sis of those budgetary facts would not give good control over th 
status of armaments? 

Mr. Martin. That is the conclusion of this memorandum, and]}! 
concur in that thought. 

Senator Humpnrey. Did I understand you to say this is a mem 
randum prepared by your staff? 

Mr. Martin. That’s right. 

I would just like to submit that for the record if that is agreeabk 

Senator Humpnrery. Indeed, do. You would not want to gos 
far as to say that a budgetary analysis was not helpful, would yu! 
It is surely a tool. 

Mr. Martin. It is certainly a tool, but consider the compositiond 
the budget. To take one illustration, the French budget for examph 
where you have the nationalized railroads in the picture, the degrest 
which that is connected with military expenditures, our own forig 
aid program or anything else is really quite a complicated exercisen 
budgetary review. I have spent a good deal of time on the Fred 
budget once or twice, and I have come out with absolutely differat 
conclusions after I reviewed it with French officials who really ka 
the background and the purpose of some of these expenditures al 
proposals. From the standpoint of this personal experience, I him 
great hesitation in thinking that you could just take a budget lk 
that and the French budget is certainly far removed from our Sort 
friends that you gave as the classic illustration. I don’t know whi 
you would do with their budget. 

Senator Humpurey. Since you have mentioned the French bu 
I might say that I noticed in the news only recently that the d 
in their budget was equivalent to around $4 billion. If proratedat 
proportionately to our own national income this would be equivalel 
to a $27 billion deficit in the United States, which I am sure woul 
in the words of Secretary Humphrey, cur] your hair. 

Mr. Martin. I would not want to comment on the French bug 
I was commenting on that only from the standpoint of reading W 
their expenditures and incomes would be in terms of armaments 

Senator Humrnrey. Please proceed. 

(The document referred to is as follows :) 
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GontROoL OF ARMAMENT ReEDucTION THROUGH BUDGETARY INSPECTION * 


Is to insure international compliance with scheduled armament reduc- 
ent to th fons through periodic inspection of governmental budgets assume that budgetary 
tions can be brought—by relatively simple reguiations—to reflect accu- 
it ately actual levels of military expenditure. Numerous difficulties, both technical 
L it 1s th i in respect to enforcement, raise serious doubts whether this can be done. 
tisfactor 4t the technical level, the difficulties of identifying and measuring provisions 
for military expenditure under a variety of dissimilar budgetary procedures 
not be minimized. The experience of domestic agencies in establishing 
od enforcing uniform accounting methods for regulated industries may give 
jdea of the complexity of the problems presented. Price level fluctuations, 
gmover, raise a basic difficulty. It seems unlikely that any simple coefficient 
to the monetary unit from year to year, as suggested in the proposal, 
compensate for the impact of price changes on the real rate of military 
Military expenditures do not represent an unchanging “package” of 
somponent goods and services, and movements in individual prices are likely to 
jrerge Widely—especially where these may be subjected to various measures of 
wective control. : , , — 
Fundamental differences in methods of eapital accumulation between socialist 
wi capitalist economies further complicate the problem of defining military 
iture. Any defense program is concerned not merely with maintaining 
wmed forces in being but with expanding productive capacity in defense related 
iustries, transportation, and power facilities. Under a capitalist system, the 
rerpment may encourage private investment along these lines through tax 
wlief, military contracts, stockpiling commitments, or direct subsidy; any or all 
if these might be classified as military expenditures by an international 
thority, In a socialist economy, on the other hand, provision for all types of 
«nomic expansion may be made through the government’s budget and, where 
iterative civilian applications exist, could hardly be questioned. 
Aside from technical questions of classification and measurement—which 
igpite their complexity might, in theory, be determined equitably by inter- 
utional experts—it seems unlikely that deliberate falsification could be detected 
fom a study confined to the official budgets themselves. It would, accordingly, 
pobably be necessary to police a system of control over budgetary appropria- 
tins by the same physical inspection of productive and stockpiling activity that 
wuld be required by a system based directly on such controls. 


DEFENSE SPENDING IN RELATION TO GROSS NATIONAL PRODUCT 


Mr. Marvin. I have this other memorandum which I think is more 
wthe point and having made the general caveats and the one addi- 
imal caveat from my own experience, I shall turn to that. I think 
te major problem—and this is why I think we would need a board 
achas the Disarmament Mobilization Board—is to weigh the psycho- 
ugcal factors that are always the difficult ones in an economy to gage. 
lyould just like to introduce these general comments. 

National security expenditures have increased to a rate of about 
i billion since last summer, following a 2-year period of stability 
ta rate of about $41 billion. The current level represents 10 percent 
ithe market value of our total annual production—the same as in 
Mi. It is the lowest percentage absorbed by defense requirements 
iesearly in the period of expansion in security outlays stimulated by 
lie outbreak of hostilities in Korea. 

Over $9 billion is for pay to the Armed Forces. Roughly $25 bil- 
lion of security expenditures is for purchases of goods (including 
imstruction) which compares with private business expenditures for 
peducers’ durable equipment of about $32 billion, total new business 
ind residential construction of $33 billion, and consumers’ expendi- 
—_——. 

'Prepared by the Division of Research and Statistics, Board of Governors, Federal 
Reserve System, 
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tures on durable goods of $35 billion. While defense spending hashey |  Vig¢ 
large, it has not contributed directly to the expansion in economiey, 
tivity since early 1954. In this period, gross national product hy 
increased one-fifth, while national security expenditures have Changel 
relatively little. 

The impact of a 50 percent cut in defense spending, which wo 
amount to about $22 billion at current expenditure rates, is difficn} 
to assess since defense outlays have had pervasive effects throughout thy 
economy. 

The nature and extent of adjustments which undoubtedly wou 
be necessitated in a period of transition would depend largely on th 
economic climate of the time, the length of the period during Whig 
the reduction is effected, the specific expenditures affected by the ey 
the relative importance of the defense program at that time, and tly 
types of action undertaken by the Government to ease the transitiqn 


PAST EXPERIENCES WITH DEMOBILIZATION 


These circumstances, indeed, are of such overriding importance thy 
past experiences with demobilization are of limited value in anticipit 
ing the effect of a cutback at the present time. 

This was illustrated by the situation at the end of World War] 
when military expenditures reached a peak annual rate of about $j 
billion and accounted for two-fifths of the gross national produe 
During 4 years of war, a backlog of demands and financial liquidity 
had accumulated, and when security outlays were sharply reducai 
total output of goods and services declined only briefly, and the larg 
scale unemployment that many observers predicted did not develop 

More closely comparable to the currently proposed cutback in mil 
tary outlays is that which occurred after the Korean war. From mit 
1953 through the third quarter of 1954, the annual rate of defens 
expenditures fell by $11 billion from a level of $53 billion; thi 
reduction in the natiopal security component amounted to 38 percel 
of the gross national product. A $22 billion reduction in defen 
spending would amount to 5 percent of the current level of the gros 
national product. 

In the post-Korean experience, the initial defense cutback—duriy 
the second half of 1953—reduced the annual rate of national a 
outlays by $4 billion; over the same period, total output of goods a 
services declined about $10 billion. 

A shift from business inventory accumulation at a rate of $3.1 billia 
to liquidation at a rate exceeding $5 billion largely accounted for this 
decline. At the same time, disposable personal income did not deelitt 
but only leveled off, in part reflecting a significant increase in nell 
ployment payments both to veterans and to nonveterans, and consume! 
purchases declined only slightly ; State and local government expend: 
tures increased. 

Despite an additional decline of $7 billion in the annual rate af 
national security outlays and some reduction in purchases of pl 
ducers’ durable equipment during the first three quarters of 19% 
other expenditures, particularly residential construction, State ant 
local expenditures and consumer outlays, all rose. 

These increases were reflected in a reduction in the rate of inventor) 
liquidation and formed the basis for economic expansion in 1955. 
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Vigorous use of fiscal and monetary policies, including the reduction 
in personal income tax rates in 1954 and a policy of active monetary 
us, contributed to the recovery. 

from the second quarter of 1953 to the third quarter of 1954 the 
Armed Forces were reduced by 300,000 and nonfarm employment fell 

almost 2 million. 

Tnemployment increased from about 1.5 million persons, or 2.5 

nt of the labor force, to about 3.5 million, or 5.5 percent of the 
igbor force. 

Most of the decline in employment was concentrated in durable goods 
manufacturing industries, but work forces were also reduced in non- 
durable goods manufacturing, in the Federal Government and in the 
nilroad and mining industries. 

In the same period however almost 500,000 were added to the pay- 
lls of the finance and service industries and State and local govern- 


ts. 
"Part of the downward adjustment was reflected in a reduction in 
hours of work. 

By mid-1955, however, an expanding labor market had largely 
shsorbed earlier declines. Employment was then at record levels and 
memployment was again low. In 1956 unemployment averaged less 
than 4 percent of a labor force of 70 million persons, 3.5 million more 
than in 1953. 


IMPORTANCE OF UNDERLYING ECONOMIC CONDITIONS 


It is evident from this review that both the initial impact of the 
pst-Korean cutback and the rate of readjustment depended on under- 
ling economic conditions at that time, and on the governmental poli- 
cesadopted during the transition. 

Similarly, the impact of defense cutbacks in the near future can only 
gaged in terms of the underlying economic conditions likely to 
prevail when it occurs. 


CURRENT ECONOMIC SITUATION 


The current situation is one of general economic strength. Some 
areas of the economy are less buoyant than others, but in general de- 
mands for goods, services and credit remain high. 

Defense expenditures, while an important component of total activ- 
ity, have contributed little to the rise in activity since mid-1954. Some 
wspects of the defense program, such as stockpiling and defense plant 
pansion, have been exerting a diminishing pressure on resources. 

In the latter part of 1956 there were about 2.8 million men in the 
Armed Forces compared with about 3.5 million in mid-1953. It 
Sestimated that national-security expenditures for supplies, equip- 
nent, and construction had declined to about 10 percent of the physical 
volume of industrial production, as measured by the Board’s index. 
This compares with 20 percent in early 1953, before the 1953-54 
rduction in defense production and 13 percent in late 1954. 
Perhaps 17 or 18 percent of total industrial activity in late 1956 
in durable-goods industries was directed to the defense effort in the 
form of output of ordnance, military aircraft and ships, radar, trucks 
and locomotives, and other end products, and in the form of aircraft 
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parts, electric motors, steel, aluminum, etc., as compared with 5 pero, 
or less for nondurable goods. 

Senator Humrurey. When you mention these percentage figure 
Mr. Martin, and the dollar figures, are you talking in constant prigg 
or are these the contemporary prices ¢ 

For example, you say that expenditures for equipment and constr: 
tion have declined to 10 percent of the physical volume of industyij 
production as measured by the Board’s index, and then you cite thy 
this compares to 20 percent in 1953. 

Mr. Martin. These are volume figures. 

Senator Humpnrey. However, the prices have gone up on militay 
equipment as they have on everything else. What is the acty) 
amount of equipment that you are getting out of this? Are the 
figures related to that ? 

Mr. Martin. Yes; I think 17 percent is the figure that you would) 
getting out of this. Now, we haven’t made any adjustment for prigg 
in terms of inflationary impact. 

Senator Humpurey. That is what I am getting at. 

Mr. Martin. That is one of the things that worried us about jy 
year. We lost 50 percent of the increase in our gross national prody 
ina markup of prices last year. But these figures of course are lang) 
comprised of items contracted for prior to that time. I don’t thi 
any adjustment at all was made—may I ask Mr. Riefler, my assistant 
to comment on that. 

Senator Humrurey. Yes. 

Mr. Rrerier. This paragraph here refers to the index of industnil 
production which is completely a physical volume index. It is} 
affected by prices. It is tons of steel, numbers of locomotives, so they 
percentages here are physical volume percentages unaffected by prices 


AMOUNT OF PRODUCTION GOING INTO DEFENSE EFFORT 


Senator Humpnurey. What you are saying here is that theres 
considerably less of our total national physical volume of producti 
going into defense in 1956 than in 1954? 

Mr. Rrerter. That’s right. 

Mr. Martin. That’s right. 

Mr. Rrerter. Or 1953. 

Senator Humpurey. Or 1953. So you are not talking at all abat 
the percentage of cost involved. 

Mr. Rrerier. No. 

Senator Humpurey. The relationship of the defense budget to th 
total gross national product ¢ 

Mr. Rrerter. No. Our earlier discussion was in terms of that. Thi 
is physical now. 

Senator Humpnrey. I have heard Members of Congress say, if 
example, that we are actually appropriating now, in relative tems 
much less for our defense budgets than we have in any year since 1% 
That is true; isn’t it? 

Mr. Martin. I would say that was true; yes. 

Mr. Rierier. It is about the same or a little less; yes. We covelt 
that in this opening first page. 


Senator Humpnrey. These figures are always very difficult to unde} 


stand unless they are related pricewise to some constant price figit 
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Mr, Rrerter. That’s right. 

Mr. Martin. That’s right. 

Senator Pastore. I think what they mean is, while we are spending 
much or maybe only slightly less, we are getting back very much 
ys because of the inflationary pressure. I think that is what they 
gen. We are getting in hardware and other things less in physical 
glume, even though we are spending as much money. } 

Mr. Martin. There is no question about that, and I reiterate the 
wmment on the increase in the gross national product last year, that 
percent of it roughly was a markup in prices without any additional 

and services coming to the benefit of purchasers. 

Senator Humenrey. Go right ahead, Mr. Martin. 

Mr. Martin. Expenditures for stockpiling of strategic materials 
lave also been of declining overall economic significance. In the first 
iulf of 1956, deliveries to the stockpile amounted to $145 million, half 
the value of deliveries in the first half of 1955 and one-third the rate 
n 1952 and early 1953. ad 

Through loans and long-term purchase agreements, the stockpiling 

m stimulated expansion in capacity for several basic materials. 
Oh past few years of high level economic activity the additional 
applies thus made available have been largely absorbed by industrial 
demands. 

In the event of a one-half curtailment in defense expenditures, the 
quantities of these supplies the Federal Government would be obli- 
mted to acquire under the terms of these contracts would depend on 
thestrength of civilian demands. 


BENEFIT OF DEFENSE PROGRAM TO CIVILIAN ECONOMY 


Senator Humpurey. Is it not possible that your stockpiling pro- 
gam could even be continued at present rates under a substantially 
nduced defense budget ? 

Mr. Martrn. That is correct. 

Senator Humpurey. Because that stockpiling program has long- 
tm value to it, and it has some value to the civilian economy ? 

Mr.Marrtn. Yes. 

Senator Humprrey. From time to time the Government has released 
unerals from the stockpile for civilian purposes; has it not? 

Mr. Martin. It has. 

Another facet of the defense effort has been encouragement of in- 
meases in productive capacity of defense-related industries through an 
welerated amortization program. 

As in the case of stockpiling, the peak impact of this program has 
img since passed. Since 1950, certificates of necessity have been 
ganted for the purpose of expanding productive facilities in 225 
wtategic industry groups to meet specified capacity goals. To date, 
projects constructed under this program have amounted to $37 billion, 
mwhich accelerated amortization has been applied to about $22 billion. 
Thetotal outlay on these projects represents about one-fifth of all busi- 
les expenditures for new plant and equipment during the 7-year 
if Period from 1950 through 1956. 
hedegree to which the stimulus to investment has been concentrated 
# Neertain industry groups is indicated by the fact that public utility, 
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rail, and primary metal expansion accounted for half the value of al 
projects certified. That program 

Senator Humpurey. That is under this certificated plan of amortiz, 
tion, of speedup. 

Mr. Martin. That’s right. 

The accelerated amortization program probably had only slight jp. 
fluence on business capital expenditures in 1956. Measured by Projer 
costs, two-thirds of all outstanding certificates of necessity had beg 
issued by the end of 1952, with the bulk of expenditures presumabh 
taking place in the years immediately thereafter. 

The proposed outlay on projects covered by certificates of necesgity 
issued during 1956 was less than $3 billion, little more than 8 percegi 
of the current annual rate of corporate spending on plant and equip 
ment. 

Even if the defense program were to be sustained at its presaj 
level, future increases in capacity wil probably be geared primarily 
the needs of the civilian economy. 


EFFECT OF A REDUCTION IN DEFENSE SPENDING 


Although defense expenditures are no longer providing much, if 
any, stimulus to economic expansion, they are absorbing large amount 
of human, material, and financial resources. Consequently a 50-pe 
cent reduction in defense outlays would confront specific industrig 
and geographical areas—and through these the economy as a whole- 
with serious immediate problems. 

In the long run, however, it would free manpower and industrid 
resources to meet a broad range of human needs both here and abroad 
The defense program itself has generated several forces which mayk 
expected to ease the transition. 

Military outlays for scientific research and development in recat 
years have been large, totaling about $114 billion last year. Manyd 
the military research developments made or in process have major, bi 
as yet unexploited, civilian applications. If these developments, ani 
the scientific and technical skills concentrated in defense activite 
could be released for peacetime applications, significant progress i 
raising living standards might be achieved. 

Technological development would open new investment outlets aml 
could stimulate demand, thereby providing a major impetus towam 
sustained economic expansion. ; 

An easing of market pressures would also permit more rapil 
progress in meeting the backlog of demand for schools, water 
sanitary facilities, hospitals and other community services by Stal 
and local governments. Reduced military requirements would lit 
wise facilitate progress in meeting major goals for highwy 
construction. 

Senator Humrnurey. May I just interrupt here? 

Mr. Martin. Yes, indeed. 

Senator Humpnrey. Of course these are public projects you ® 
talking about in the paragraph to which you have just referred! 

Mr. Martin. That’s right. o 

Senator Humrnrey. This of course would necessitate a rather hig 
level of taxation ? 

Mr. Martin. It would. 
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Senator Humpurey. Working on our hypothetical assumption of a 
s0-percent reduction in defense outlays, it would not necessarily mean 
, reduction of such proportion, in terms of the tax take on the part 
of the Federal, local, and State governments, that these many mil- 
jons of dollars would be channeled through public resources or 
through the stream of public revenues back into public construction, 


isthat true ? 
Mr. Martin. That is true. 


CONVERSION OF DEFENSE PLANTS TO CIVILIAN USES 


Senator Humrurey. In fact, along that line, one person—not in 
these hearings, but in a letter to me—expressed a concern that if there 
would be a sharp reduction in defense outlays and a reduction in tax 
by the Federal Government in particular, instead of plant expan- 
gon, in the private economy, there would be a kind of market infla- 
tion through speculation, something like we experienced in the twen- 
ties. He believed that since the present plant, even much of it that is 
directed toward military output, is readily convertible to civilian out- 
put, there would therefore be a possibility of tremendous civilian 
production without new plant construction. 

So unless prices were substantially reduced, profits would increase 
with a decrease in the tax structure, which in turn would leave this 
free money for speculative purposes rather than constructive pur- 


What is your view on that? 
Mr. Martin. I think it is a very real danger and one that would 
have to be watched very carefully. One of the reasons for that is 


that most of the companies that have made defense plant and equip- 
ment expenditures have had in the back of their minds some ideas 
of what they would do with these facilities in the event peace came. 
For these companies, there is a dollar-and-cents impact that causes 
more planning, perhaps, than we give in Government to a thing like 
this. 


Senator Humpnrey. Correct. I think the industry is to be com- 
mended for thinking ahead as to how this can be converted to peace- 
time production. 

Mr. Martin. So do I. 

Senator Humpurey. It is too often assumed by laymen that the 
w-called military plant, the defense production parts of a plant are 
rally just for defense when in fact they can be converted readily for 
ttactors, for example, if you have a tank plant. And surely our steel 
output, if we could ever once reduce our military outlay, steel produc- 
a for military uses are immediately usable for civilian 

s, 
Mr. Martin. And I think one of the principal dangers, as you have 
fre out, would be speculation that might develop as opportunities 
ora quick profit might be foreseen. 

Senator Humpnrey. It is somewhat disturbing. I recall, for ex- 
ample, in the 1920’s, not by personal recollection but by reading 
recollection, that as long as we were exporting a considerable amount 
of capital to Europe, we were utilizing the profit take from industry. 

that period of the so-called rationalization of Germany, the out- 
87319—57—pt. 13-3 
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lays of American capital to Europe were diminished or almog 
stopped. Then the profits kept piling in at the rate of about gj 
billion a year without any real reduction in price or without th 
moneys being invested fully for further plant expansion, for getti 


just took the money and started playing on the market with it, 
Mr. Martin. Right. 
Senator Humpurey. This is still a danger even with SEC in oper. 
ation, isn’t it? 
PROBLEM OF INFLATION 


Mr. Martin. I think it is a very real danger. To find some megy 
of keeping spending under control and seeing that savings are 4. 
rected into constructive projects would be one of the real probleys 
of a very abrupt shift in defense expenditures. 

The more gradually that shift can occur, the more smoothly th 
market process can make these adjustments. 

Senator Humpnrey. Correct. 

Mr. Martin. With a minimum of inflation. 

Senator Humrurey. We have this problem of sticky prices, ad 
ministered prices, which are not always as responsive to substantia 
budget cuts or other economic forces that may be at work. 

We found, for example, in the depression period, as you know bette 
than anyone else, that while certain products, goods such as agricil. 
ture, were very responsive to supply and demand factors, the mam. 
factured goods, particularly in heavy industry, seemed to have grat 
inflexibility and they resisted the downward pressures with a tenacity 
which is second to none. 

Mr. Martin. I am a great believer in the free open market but! 
realize that people are always trying to prevent the forces of th 
market from operating. They would like to corner the market an 
then manipulate those prices. 

Senator Humrurey. It has been going on for a long time; hasn'tit! 

Mr. Martin. That’s right. 

Senator Humpurey. I just wanted to get your thinking on this 














IMPACT OF ARMS REDUCTION ON INTERNATIONAL ECONOMY 





Mr. Martin. Just as a reduction in military outlays presents pnb 
lems and challenges to our own economy, it would present simili 
problems and opportunities in many other countries. United Stalt 
defense expenditures abroad, including also expenditures of th 
United States Armed Forces stationed in foreign countries, amoutltl 
to $3.2 billion in fiscal] 1956. This sum was equal to about 14 perc 
of all foreign payments made by the United States. 

For some countries, however, receipts of United States defense # 
yenditures represented a relatively more important source of dollit 

ess highly industrialized countries mainly in the Near East and le 
East, who received about one-seventh of our defense expenditilt 
abroad in fiscal 1956, would probably be most seriously affected bj! 
reduction in United States outlays. 

On the other hand there are a number of countries—such as Belgit 
Germany, the Netherlands, and Canada—whose balance-of-payme 
situation is so strong that they may be expected to weather a reductl 
of one-half in United States defense expenditures without sen® 
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drain on their gold and dollar reserves. These countries receive about 
one-fifth of our total defense outlays abroad. 
The bulk of our foreign defense spending went to countries whose 
Id and dollar reserves might be seriously affected, but who should 
fable to adjust successfully if the reduction in spending was not 


| made too rapidly. This group includes countries such as France, 


Denmark, Italy, Norway, the United Kingdom, and Japan. 

Although these countries might face complex problems of adjust- 
nent, it should be noted that a cut in our defense expenditures abroad 
rould not automatically mean a corresponding decrease in their dollar 
receipts. 

Senator Humeurey. Mr. Martin, I hesitate to interrupt you all the 
time. 7 

Mr. Martin. Go right ahead, sir. 

Senator Humenrey. I want to get a point clarified here. No. 1, you 
ay that United States defense expenditures abroad were around $3.2 
illion in fiscal 1956, a sum equal to 14 percent of all foreign payments 
nade by the United States. Is the other 86 percent of foreign pay- 
ments made by private industry, through our private trade ? 

Mr, Martin. With the great bulk of it, it might be so. 

There is foreign aid. ‘There are some International Bank lending, 
gme Export-Import Bank lending. I could get you a breakdown of 
that figure and attach it to this statement. 

Senator Humerirey. In other words this figure of three billion two 
hundred million is just strictly United States defense expenditures? 

Mr. Martin. Yes. 

Senator Humrnurey. Not including military assistance ? 

Mr. Martin. No, I don’t think so. 

Senator Humrurey. It would be interesting and helpful to have a 
weakdown of foreign payments. 

Mr. Martin. I can get a complete breakdown for you. 

Senator Humrurey. If it would not be too much trouble, we would 
le glad to have it. 

Mr. Martin. We will be glad to attach it. 

Senator Humrrrey. Send it to the subcommittee and send me a 
py personally. 

Mr, Martin. | will be olad to do that. 

(The breakdown referred to is as follows:) 

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 


Washington, D. C., March 15, 1957. 
Hon. Husert H. Humpurey, 


Chairman, Subcommittee on Disarmament, 
Senate Committce on Foreign Relations, Washington, D.C. 

Dear SenaToR Humpnrey: In response to the question on United States 
oreign payments, which you raised during my discussion with the Subcommittee 
® Disarmament on March 7, the Board’s staff has compiled the following infor- 
mation on payments from the United States to foreigners in fiscal year 1956: 


Amount 
(millions of 

Item dollars) 
Inports of goods and services (including remittances and pensions, but 
{cluding military expenditures)_____.________-__-__ --- 16, 851 
itflow of private United States capital (net of repayment) _- asides? | eee 
Military expenditures__ ae ian pc na ST Ss ew Shi tai ae 
Nonmilitary Government grants (net of repayment) __________________ 1, 412 

tow of Government capital (net of repayment) 
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This tabulation uses for the most part the figures given by the Department ¢ 
Commerce in its balance-of-payments presentation. However, in accop 
with a presentation by the Department of Defense, the figure for “\iy 
expenditures” includes (and the figure for “Nonmilitary Government granip 
excludes) an amount of $237 million, which the Department of Defense clagg; 
as military expenditure, but the Department of Commerce classifies ag 
military grant. The Federal Reserve staff has used the Defense Departmey 
rather than the Commerce Department figure for ‘Military expenditures’ 
because only the former permits a breakdown by countries. 

The tabulation above excludes transfers in kind of military goods and 
financed by United States grants, which were valued at $2,780 million. 

I trust this information will be helpful in your deliberations, Thank you 
again for the opportunity of discussing this problem with your subcommitty, 

Very truly yours, 


SETViceg 


Wm. McC. Martin, Jr., Chairman, 
EFFECT OF ARMS REDUCTION ON SPECIFIC COUNTRIES 


Senator Humpnrey. You say the bulk of our foreign defense spent: 
ing went to countries whose gold and dollar reserves might be seriously 
affected but who should be able to adjust successfully if the reduetioy 
in spending was not made too rapidly. 

You list the countries—France, Denmark, Italy, Norway, the Unite 
Kingdom, and Japan. 

What. about such countries as Korea, Vietnam, and Formog! 
What would happen in the light of the tremendous outlays that wer 
made? 

Mr. Martin. They would be in serious trouble. There would bes 
special situation, you see. They have to be reviewed on an ad he 
basis. That is really what I was referring to when I said, “for som 
countries, however, receipts of United States defense expenditure 
represented a relatively more important source of dollars.” 

I think Korea would certainly have to be reviewed on a different 
basis. 

Senator Humpnrey. A good deal of our trade with these countries 
today is based upon the inflow of American dollars from the United 
States, through some form of economic assistance, military aid, 
defense expenditures while in turn those dollars are used to purchay 
goods from us? 

Mr. Martin. That’s right. 

Senator Humpurey. So if that flow of dollars is cut off, they woull 
have to be looking for someplace else to buy goods, wouldn’t they! 
Mr. Martin. They would. There would be serious problems. 

Senator Humrnrry. Serious trade problems here. 

Mr. Martin. Serious trade problems that I think could only ber 
solved on an ad hoc basis during the transition period. 

Senator Humpurey. Thank you. 


ECONOMIC READJUSTMENT PROBLEMS IN OTHER COUNTRIES 


Mr. Martyn. In contrast to outright financial aid, our defense & 
penditures abroad are not free gifts: The recipient countries are 
quired to use the equivalent of these funds for purchasing or prodit 
ing goods and services for their own defense, for our mutual alli 
and for our armed forces. 
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The recipient countries therefore must utilize productive resources 
for defense purposes, resources which would be set free to the extent 
that our defense expenditures would be curtailed. 

(tiven enough time to effect the necessary readjustments, it should 
generally be possible to reemploy the productive resources of those 
euntries in such a Way as to make good the loss of dollar revenue, 
ay, by increasing the production of goods and services for export. 

Some problems, particularly in retraining labor and securing capital 
for expanding production of export goods, and in finding export 
markets, may have to be solved in the period of transition. 


IMPORTANCE OF STRONG ECONOMY IN UNITED STATES 


A major contribution to the solution of the problem which may be 
fed by foreign countries would be the maintenance of a strong do- 
nestic economy in the United States. Toward this end governmental 
licies would need to be directed to the easing of the impact of dis- 
ymament on specific industries or areas and to the preservation of 
wnfidence in overall economic prospects. Existing Government pro- 
grams that would promote a smooth transition, such as veteran bene- 
fis and unemployment compensation, might be reexamined in order 
toinsure their maximum contribution. 

Reductions in Federal taxation made possible through savings 
diected by disarmament would permit and encourage expansion of 
rivate spending now limited by the defense program’s drain on 
Racial and physical resources. 

Industry would be encouraged to exploit more promptly the tech- 
wlogical developments of recent years. 

Well-timed reductions in personal income taxes would help to make 
diective underlying consumer demands for goods and services which 
inturn would promote further expansion of productive capacity. 

Ifa smooth transition could be provided between a cold-war econ- 
omy and a peacetime economy there would be little doubt that potential 
dvilian demands exist here and abroad which would be ample to 
ttilize and even to strain our productive facilities and expanding 
hbor force. 

During the transition itself, however, uncertainty throughout the 
xonomy could lead to cumulative repercussions beyond the industries 
directly affected by military cutbacks. 

If broader dislocations and a significant rise in unemployment are 
to be avoided, public confidence in overall economic prospects must 
ie preserved. 

It is of the utmost importance that the Government be prepared to 
ut quickly to meet any developments and that this determination be 
generally understood. 

I think that last comment, Senator, bears on your earlier comment 
md I think really is the heart of the problem, depending upon the 
npidity of a cut of this type. 


NECESSSITY FOR PLANNING 


Senator Pastore. As you point out here, you may have pockets of 
imployment that may be out of proportion with other parts of 
the country that would need immediate assistance. I quite agree with 
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you that it is something that we ought to be planning now or think 
about now rather seriously in the event arms reduction did oceyy 
All of us hope that one day we will have to spend much less for mj. 
tary purposes than we do now, but such a reduction, of course, yj 
induce certain problems that we will have to face and solve, | 

I think it is proper for us to begin thinking about it now. 

Mr. Martin. I think so and, much as I believe in the market proe. 
ess and the desirability of private enterprise, I think that Governiey 
would have to assume a role in that sort of a transition similgp ty 
the work that the Defense Mobilization Board is presently doing for 
mobilizing our resources in case of the opposite situation. — 

Senator Humpurey. Your suggestion is very good, Mr. Marti 
We are very grateful to you for your suggestion. Senator Hickep. 
looper ? 

Senator Hickenwoorer. I have no questions. 

Senator Humenrey. Mr. Martin, we know you have taken time oy 
of a very busy life and very heavy responsibilities to come over hey 
and share your views with us. 

Speaking for the subcommittee I want to express our appreciation 
and to assure you that the information that you have given to usis 
helpful to give us some guidance. 

Thank you very, very much. 

Mr. Martin. Very glad to be here. 

Senator Humpnrey. I want to thank your associates who are ove 
here, too. 

Mr. Martin. Thank you. 


INTRODUCTION OF DR. SEYMOUR HARRIS 


Senator Humpurey. The second witness this morning is Dr, Se. 
mour Harris. Dr. Harris is chairman of the department of economie 
at Harvard University. He has been the editor of the Review a 
Economics and Statistics since 1943 and associate editor of the Quar 
terly Journal of Economics since 1947. Since 1942 he has frequently 
served as an adviser to our Government on economic matters. 

Dr. Harris has been asked to testify on the immediate major pro 
lems which might arise in the working of the United States economy 
as a whole if our defense budget were significantly reduced, as wells 
on other economic aspects of disarmament. 

Dr. Harris, we surely welcome you here and thank you so much fit 
being willing to come down to Washington from Harvard Universit 
and share with us your expert knowledge. 

I take justifiable pride I might say in all modesty in claiming yous 
a good friend, and I am delighted that you can be here. 

Won’t you proceed, Dr. Harris? 

(Following are pertinent portions of the chairman’s letter to Ds 
Harris suggesting areas of testimony in which the subcommittee woll 
be interested :) 

As has already been indicated, the subcommittee will be happy to receive aij 
views you might have on the economic aspects of disarmament. As specific toplé 
if you care to comment upon them, we can suggest the following: 


(a) The relationship between international trade and disarmament. Dots 
production of armaments by major powers have any ascertainable effect upon the 
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gow of goods in international trade? Would shifts in productive effort, following 
cutbacks in arms manufacture, lead to international trade problems; for 
ce, the production of exportable surpluses that could not be disposed of in 
tional commerce without a further lowering of trade barriers? 
the transition from armaments to nonarmaments production be facili- 
ited by a plan for increasing the flow of international trade? Should such a 
be incorporated in current disarmament proposals? 
What would be the effect upon the balance of payments of individual countries 
ting from reductions in such sources of dollar income as military aid and 
fnited States construction of overseas bases, that presumably would follow a 
ament agreement? 
(b) Relationship between disarmament and world economic development. 
if the arms budgets of the Great Powers could, say, be halved as a result of 
adoption of a disarmament plan, how would you recommend that the savings be 
rtioned in the United States? In other countries? 
What would be the advisability at the present time of making a study of the 
dects of disarmament upon the world economy? Who should undertake such 


astudy? , 
If you should also like to comment on the effects of disarmament upon the 
fnited States economy, we would be greatly interested in your remarks on this 


« sf 
S weald be particularly interested in problems which might develop in specific 
phic areas or in individual industries and your views as to how such 
moblems might be solved. 


SATEMENT OF SEYMOUR HARRIS, PROFESSOR OF ECONOMICS, 
HARVARD UNIVERSITY 


Mr, Harris. Thank you very much, Senator Humphrey. I might 
ayI recall an experience when you and I both testified before a Sen- 
iecommittee before you became a Senator. 

Senator Humrurey. That’s right. 

Mr. Harris. I might suggest, Senator, that I would like to have 
ny statement put in the record and I will, rather than read it, try 
summarize it for you. That will make it a little less boring for 
jou and save you some time. 

‘Senator Humrnurey. We will place the entire statement in the rec- 
odasif read. 

(The document referred to is as follows :) 


EcoNOMICS OF DISARMAMENT 


Statement of Seymour EH. Harris, chairman of the department of economics, 
Harvard University, before the Senate Foreign Relations Committee on Dis- 
amament, March 7, 1957 (The statement and evidence are on my own) 


SUMMARY 


Would decline of armaments bring depression? 


large security expenditures since 1940 have contributed toward the high level 
ifspending and employment that has prevailed in the last 15 years. Even more 
does this generalization apply to total Government expenditure. (Govern- 
ment purchases of goods and services rose by five times from 1939 to 1956.) 
tis doubtful that gross national product (GNP) would have risen from $91 
$410 billion from 1939 to 1956 or even nearly so much, or that a doubling of 
GNP in dollars of stable purchasing power would have occurred, had Government 
‘penditures, inclusive of military outlays, not been high. These expenditures 
belped bring prosperity, not bankruptcy. 

But this does not mean that we need high military outlays, as the Soviet 
thims, to sustain our prosperity. The developments of 1946 are reassuring. 
We experienced a decline of $52 billion in Federal expenditures and $55 billion 
of security outlays in 1 year and yet unemployment rose by but 1 million. 
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We are fortunately placed if we continue to prevent a substantial inflatig, 
The bleeding of the economy after the Civil War and World War I, in con 
to World War II, is to be explained in no small part by the rise of Prices of 
7 and 4 times, respectively, that of World War II. Such large price riges 
virtually bound to bring a collapse and unemployment with the deflation 
military outlays. 

Our experience in 1953-54 was not quite so reassuring. Security oy 
dropped only by $14 billion, and yet a recession followed which cost the Nation 
$30 billion. Here is the gist of the problem. A reduction of armament oy 
must be balanced not only by an increase of other spending but in addition Out 
lays must rise by about $15 billion annually to match the loss of jobs associate 
with rising productivity and also to provide jobs for the annual net rise of tip 
labor force. With declining military outlays, investments tend to decline; ang 
consumption suffers unless large tax cuts are provided. Hence the slack must 
be taken up by resource and welfare outlays by Government as well as through 
tax cuts. Tax cuts helped, but the tendency was to cut nonsecurity outlays, 

The possibilities are suggested by the following: Whereas, in 1948-52, cash 
payments of the Federal Government rose 40 percent as much as gross nation) 
product, in 1953-56 the estimated rise was but 3 percent. 


Regional impact 

A substantial drop in armament outlays will affect regions and States with 
unequal impact. 

On the basis of manufacturing payrolls, the most serious effects of disarm, 
ment among the larger States would be felt (in order) in the Central ( Michigan, 
Illinois, etc.), New England, and Middle East (New York, New Jersey, Penngy). 
vania, etc.) regions; and (in order) in Michigan, Connecticut, Indiana, Ohig 
New Jersey, Pennsylvania, Illinois, and Massachusetts. 

On the basis of current receipts from military contracts, the largest logge 
would be felt by New England and Central States; and by (in order) Connecticut, 
Indiana, Ohio, New Jersey, Dllinois, and Michigan. 

But to the extent that reduced expenditures would be matched by reduced 
taxes, the gains would be in this order: New England and Central; and Ney 
York, Illinois, Massachusetts, Connecticut, Pennsylvania, Michigan, New Jersey, 
and Ohio. 


International repercussions 


The United States Government provides a few billion dollars of military items 
annually to her friends abroad. Should these be discontinued, no serious ad 
justment problems need follow: The exports of military items and United State 
grants would be equally reduced. 

But the reduction of expenditures by United States military and civilian 
abroad, inclusive of offshore procurement and military construction financed ly 
dollars, would raise some problems, for these outlays provide a few billim 
dollars each year to these countries which help balance their dollar account 
Since their dollar accounts are still in a precarious balance made possible 
abnormal restraints on trade abroad and provision of dollars by the America 
Government, it follows that, unless their competitive position greatly improve 
vis-a-vis the United States or the growing industries of this country throug 
trade liberalization accept much more competition from these countries in tk 
form of increased imports, the only other alternatives are increased restriction 
on trade by nondollar countries, a large rise of private investment by this county 
or increased aid and especially to underdeveloped countries. 

To some extent we would certainly have to rely on aid. In fact, the Preside 
promised such aid in 1953, should armament expenditures decline. But despitt 
the large cut already achieved, economic aid as a percentage of gross nation 
product has fallen by 73 percent in 10 years and total grants and credits (indt 
sive of military) are now one-half the proportion of gross national product thi 
prevailed before the Korean war. 


COVERAGE 


Senate Resolution 93, 84th Congress, 1st session, providing for a study 
disarmament includes: “The relationship of armaments to the state of 
world economy.” 

My discussion is based upon this resolution and the questions put to me If 
the committee (letter of January 5, 1957). 





dollars, 
(GNP) 
maintai 
labor sv 
required 
0, Are « 
The a 
sumptio! 
seurity 
lays, Say 
It is 1 
had all ¢ 


—_ 


Gross natic 
All Govern 
Governmer 


1 Negligit 
'Estim 
Who 1 
lion, the 
D. Relet 


That j 
naladju: 


1, 1946 
1846: 
$2 Dili 
equals $¢ 

This i 
security 
Federal 
Prospero 
only frot 
during t! 


™—___ 
‘Heart 


national 


ites with 


disarms- 
Lichigan, 
Pennsyl- 
1a, Obio, 


St losses 
necticut, 


reduced 
and New 
Ww Jersey, 


ary items 
rious ad 
ed States 


civilians 
ranced by 
w billion 
accounts 
»ssible by 
Americal 
improves 
y through 
ies in the 
striction 
is country 


President 
ut despite 
3 national 
its (incl 
rduct that 


CONTROL AND REDUCTION OF ARMAMENTS 1267 


I. MILITARY OUTLAYS AND EMPLOYMENT 


Amounts 
on present, security outlays amount to around $41 billion. Roughly 8 million, 
msive of military personnel, are involved in defense—about one-eighth of 
ihe labor forces.” : ; i om 
Of total expenditures of $40.4 (later raised to $40.8 billion), $35.5 billion were 
fr the Department of Defense; $1.9 billion for development and control of 
gtomic energy ; $682 million for stockpiling; $2.5 billion for mutual security 
; and $304 million for defense production expansion. 
The Department of Defense budget of $35.5 billion is made up as follows 
(major items) : * 


Million 

Major procurement and production---~~-----~----------------------- $11, 719 
Military personnel pay---~~--~~------------------------------------ 10, 846 
SRL IN ADCO AN CO 3. 50s ari ois ware wcipanwis ison eneee belie 9, 100 
Geary public works-...._._____-------.-.---.---------------------- 2, 659 
Search and development.__.._...._...-...-------~-----.------------ 1, 480 
i SRBONCDS... nn eenen nner nen cee wen ewawesceeennannaneme 1, 087 


B, Assumptions 

Iassume a reduction of armaments of one-half, that is, from 40 to 20 billion 
jollars, over a period of 4 years. I also assume that gross national product 
(GNP) will have to rise by $15 billion yearly over the next 10 years in order to 
maintain full employment as an offset to rising productivity and the increase of 
bor supply. Hence, additional expenditures of $20 billion per year would be 
nquired to maintain full employment. 


(, Are armament expenditures a necessary condition for full employment? 


The answer is “no.” It is surely possible to substitute expenditures on con- 
smption, investment, or Government services to make up for the decline of 
geurity outlays. Even if the Government eliminated virtually all military out- 
lays, say, over 8 years, serious results need not follow.* 

It is not equally clear that a high level of employment would be maintained 
had all Government expenditures not risen substantially in the last generation. 


[In billions of dollars] 











1929 1956 
Gross national product.....____- pee Le ats ccc sate ee 104 2410 
Al Government expenditures... ____- cade eene. st eke 10 2 100 
Government security purchases of goods and services..._...........__-_____- (4) 341 
‘Negligible, 
Estimated. 


Who would contend that, at Government expenditures anything like $10 bil- 
lin, the income of this country would have risen to anything like $410 billion?‘ 


D, Relevance of past experience 


That it is possible to cut security outlays drastically and still avoid serious 
miladjustments is evident from the experience of 1946. 


1, 1946 


146: Government purchases of goods and services equals total equals minus 
$2 billion ; Security equals minus $55 billion. 1945: Government cash deficit 
uals $34 billion. 1946: An excess of cash receipts of $2 billion. 

This is a striking record. Despite a reduction of Government purchases for 
weurity of $55 billion (25 percent of GNP) and a reduced contribution of the 
Federal Government to total spending of $36 billion, the economy remained 
mosperous. GNP dropped but $4 billion, or 2 percent, and unemployment rose 
ily from 1 to 2 millions.* (A favorable factor was that 4 millions, attracted 
during the war, dropped out of the labor market.) 

V—_ 


inecarings, Senate Subcommittee on Foreign Relations, on Control and Reduction of 


ments, pt. 8, 1956, pp. 430-431; the 1957 Budget, Midyear Review, p. 7. 
1 The Budget, 1957, pp. M22-M24. ” ‘ 


the he excellent statement by Grover Ensley, Economic Consequences of Disarmament, 
igeemercial and Financial Chronicle, August 2, 1956 


Sources: National I 1954 edition ; : : 
iy and Neves wo 54 edition ; Economic Report of President, 1956; S. C. B., 


tes from Economic Reports of the President. 
87319—57—pt. 13 4 
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2. 1958-54 


From the second quarter of 1953 to the fourth quarter of 1954, Government oy, 
lays on security dropped by $14 billion. Total Federal purchases of Z00ds 
services declined by $16 billion. The combination of curtailing publie ou 
and restrictive monetary effects brought on a recession in 1953-54. Instead of an 
average rise of $12 billion in GNP per year, as in the yeas 1946-56, GNP dee 
by $14.4 billion from the second quarter of 1953 to the third quarter of 1 
loss of GNP from the average increase of $15 billion to a decline of $144 bila 
Hence, it may be assumed that GNP was almost $30 billion less than it might 
have been in these 15 months. 

Hence “disarmament” was costly. It would have been even more Costly ha 
not the Government, under pressure from those seeking reduced taxes, Cut tary 
by about $8 billion under the 1954 tax revision program. A small rise of a 
sumption related to tax cuts was, however, not adequate to deal with the rm 
duction of Government outlays on security and the cut in investment in tun 
related to Federal fiscal policy. 

This experience suggests the lines of a solution. It is not wise to cut militar 
outlays, with secondary effects on investment and yet keep other Governmy 
outlays down. With a tax cut of $8 billion or more, and with a reduction g 
security outlays of $10 billion or more, there was bound to be a drop in th 
absence of a vigorous antirecession policy of the Government. 

This policy should have included tax cuts and a rise of outlays on reson 
development and welfare. It has been one of the curious aspects of recent ay 
nomic policy that, with GNP up by $65 billion, taxes down by $8 billion or mor, 
and security outlays drastically cut, welfare outlays were lower in the Biga. 
hower period than in the preceding Truman period. The emphasis was on ty 
cuts and reduced expenditures in 1952-56. 

This emphasis on tax cuts and moderation of expenditures in 1952-56 vis-a.7j 
1948-52 is evident in the following: 


Rise of GNP: Billions | Cash receipts to GNP: Perea! 
a ne a aici ne 88 1048-62... 05... 2225 30 
Seren. 24 o. oS 65 1952-66: .-...-...20. ae 

Rise of cash receipts, Federal Cash payments to GNP: 

Government: 1948-62... .....0s0<ecaunl 40 
ee 26 1902-06... c.s... cc 3 
DR cs hatin Uxwnnnnnnns 74 


Sources: Economic Report of the President, 1956;¥S, C. B.,"November{1956;"and! Budget, Midyear, ii, 
The 1956 figures are estimates based on Ist 3 quarters. 


8. Lessons from earlier experiences 


The 1946 experience was unique. Should demobilization in 1946 be compan 
with that following the Civil War and World War I, the contrast is inpressin 
World War II was the war not followed by a large deflation—in contrast a lam 
deflation followed the War of 1812, the Civil War, and World War I—a dm 
of prices from 30 to 40 percent in each instance and substantial depressiom 
Prices rose about 7 and 4 times as much in the Civil War and World Warls 
in World War II. 

What explains the success following World War II was the introduction ¢ 
serious controls which kept demand and prices down. Hence, the large backlit 
and the activation of money sterilized during the war gave the economy a lif 
For this reason among others, it is important to keep prices from rising iti 
period of large military outlays and full or over-full employment. Our suc 
so far in keeping prices from rising greatly and in containing excess demsll 
should help ease any transition brought on by disarmament. 

But it is also important to cut taxes and increase resource and welfare & 
penditures by Government. State and local governments now have a backlog t 
$200 billion of public works; but they are spending only $9 billion yearly. Whi 
is more, the Federal Government’s share of new construction dropped from # 
percent of all government new construction in 1952 to 30 percent in 1955. te 
Federal Government should release tax revenues or provide increased grail 
In addition, much remains to be done through Federal expenditures. Even ! 
military outlays ceased to rise, an increased outlet in other Federal outlay 
would be required—as Dr. Colm showed; and as Professor Hansen has shom 
we cannot count on investments, growing for 10 years at an unprecedented rit 
to continue to take up the slack.® 





¢See G. Colm, The American Economy in 1960, especially p. 54, and A Hansen, Si 
ment Before Senate Finance Committee, 1954; also see the able discussion by K. Bouldis 
hearings on Control and Reduction of Armaments, pp. 425-426. 
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From 1953 to 1956, Federal purchases of goods and services declined from 16.4 
iy 114 percent of GNP, or a relative cut of more than 30 percent. By 1956, a 
te increase of the percentage of GNP taken by consumption, by invest- 
gent, and by State and local outlays largely made up for the decline of Federal 
: but for 1954 the offsets were too small. And we repeat that continued 
in investment are not likely. State and local governments will also have 

tp retract unless they get more cooperation from the Federal Government. 


2 Foreign adjustments 
On the adjustments to be made abroad, a question put to me by the committee, 
it me say that the problems are less serious than here. The percentage of 
jefense expenditures in Western Europe to GNP is but 5 percent.’ The compar- 
ge figure is 10 percent here. Furthermore, the European countries are under 
ter inflationary pressures and are controlling consumption and investment in 
degree. Hence, a saving of 2 to 3 percent of GNP on defense would 
nerely reduce these pressures. 
The Russians undoubtedly put much larger resources relatively on arma- 
nents. According to Secretary Dulles, 30 percent of the GNP of the Soviet is 
jing used for armaments. But the diversion of half (say) of these outlays 
consumption and investment would not involve any very serious problems 
fra planned economy subject to compulsion.* 


II, REGIONAL PROBLEMS 


Obviously the impact of disarmament would vary from region to region and 
State to State and even city to city. In testimony before the Foreign Relations 
Committee on Disarmament, Mr. Litterer examined the effects on the Ninth 
feleral Reserve District.’ 

My task is to deal with the problem more generally. Let me say at the outset 
that the problem becomes more serious, the more unemployment that prevails 
inthe Nation. 

Below I present a comprehensive table, which gives some indication of the areas 
subject to special problems should disarmament proceed at a substantial rate. 
linclude in this table all regions and those States (12) with more than 2.5 
wreent of military prime contracts. 

4, Relation of percent of manufacturing payrolls and percent of income 

0n the whole, regions and States with large percentage of manufacturing pay- 
wl relative to percentage of income are likely to have more serious problems of 
adjustments than others (cf. cols. 1 and 2). In order of excess of manufacturing 
jayroll, the regions likely to experience the larger problems are: Central, New 
England, and Middle East. 

For States the order is: Michigan, Connecticut, Indiana, Ohio, New Jersey, 
Pemsylvania, Illinois, and Massachussets. (On this basis, Michigan’s problems 
would be 4 to 5 times as serious as those of Massachusetts. ) 

5. Gains from tax cuts 

Column 3 give the incidence of Federal taxes on each State. A comparison of 
this column and column 1 would suggest the States most likely to gain from tax 
tuts following a disarmament program. (This is on the assumption that tax cuts 
would reflect the present tax structure.) In order, the largest gains would accrue 
New England and Middle East, respectively; and, in order, to New York, 
Connecticut, Massachusetts, Illinois, and Pennsylvania. 

(, Relation of Federal taxes borne and incidence of Federal expenditures 

Column 4 gives the incidence of expenditures, that is, where the Federal money 
Bactually spent, just as column 8 gives the actual impact of taxes, not merely 
where they are collected. 

Acomparison of columns 3 and 4 reveals the relation of revenue borne and Fed- 
al expenditures. The South and West receive much more than they pay out. 

, any general cuts in expenditures would especially hit these regions. The 

losses (percent of expenditures to percent of revenues borne) are borne 

by Middle Bast, New England, and Central, in that order. The order for the 

tes: New York, Illinois, Massachusetts, Connecticut, Pennsylvania, Michigan, 
eS 

"Seventh Report of the OEEC, February 1956, p. 21. 


‘Control and Reduction of Armaments, pt. 2, p. 67. 
Op. cit., pp, 687-646. 
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New Jersey, and Ohio. They would gain most from reduction of expenditures 
but note I am now referring to all expenditures, not merely military. The reader 
might be interested in comparing column 4 (expenditures on incidence basis) and 
column 7 (expenditures on a benefit basis). Differences are not large. (oy, 
necticut and the Far West are notable exceptions. 


Percent United States total, various indexes of Federal revenues and expenditure, 





























| | ] —— 
Manutfac- | Military | Estimated 

National |turing wage} Revenue |Expenditure prime military Expendi 
income, | and salary | incidence, | incidence, | contracts, | purchases, |tures tai 
1955, per- disburse- | fiscal year | fiscal vear 1950-54, 1952, fiscal yee 
cent of |ments, 1955, 1952 1952 percent percent 108 

United percent | (United | (United | United | United | benefis 

States United |States=100)|States=100) States States (Unitaj 
total States | | total | _ total States. iy 
total : 

i 
(1) (2) (3) | (4) (5) (6) (1 
— a — = 2 EE - 7 ————e seen a y 
Total. .... 100 100 100 | 100 100 | 100 10 

New England. 6. 62 | 8. 20 8. 08 6.29 | 8.0 | 7.5 ae 
Connecticut ---_| 1.81 2. 70 2. 32 1, 92 | 4.3 | 3.2 Li 
Massachusetts - 3. 29 3.79 4.10 3.03 2.6 | 3.2 ie 
Middle East__.__| 26. 46 28. 32 | 31.37 | 23. 92 | 28. 6 | 26.1 yt] 
New Jersey - -.- 4. 06 | 5. 43 | 4.00 | 3. 61 5.3 | 5.3 ae 
New York-_---- 11. 95 11. 26 | 15. 86 | 9. 66 15.5 10.1 ue 
Pennsylvania_. 6. 83 8. 72 | 7. 28 | 6. 28 | 4.3 6.9 an 
Southeast_--- - 14, 42 10. 97 | 11. 52 17. 69 6.8 11.5 ae 
Southwest- -_--. 6. 65 3. 40 | 5. 62 | 8. 22 4.7 6.2 ay 
i, ae 4. 66 2.31 | 4. 04 5. 41 | 3.5 4.6 hu 
Central... : 28. 67 37.17 | 27. 61 | 25. 30 30. 1 31.7 BR 
Timots.........- 6.91 | 8. 24 | 7. 56 | 5. 21 | 4.9 | 5.7 54 
Indiana- -..-- 2.70 | 4.03 2.15 | 2. 87 | 4.0 | 4.1 24 
Michigan... ___| 5.15 | 8. 63 4. 59 4.00 | 8.9 5.5 4 
Ohio-_--- 6.08 | 9. 02 | 5.81 | 5. 51 6.2 7.3 | i 
Northwest--.-..- 4. 56 2.09 | 4.03 | 5. 43 | 3.0 3.9 | bn 
Far West.......- 12. 62 9. 90 11. 76 13. 14 | 18.7 | 13.1 10.8 

California - 9.70 | 7. 62 | 9. 00 9. 56 | 14. 4 | 10.5 1 
Washington... 1.71 1. 34 | 1. 57 2. 48 | 4.0 | 1.8 Li 

' i ' 





Sources: Computed from U. 8. Department of Health, Education, and Welfare, Statistical Materah 
on the Distribution of Federal Expenditures among the States, by Selma Mushkin, 1956; ef. New Engl 
Textiles and the New England Economy, Report to Conference of New England Governors, by &2 
Harris, 1956, ch. 12; also Survey of Current Business, August 1956. 


D. Distribution of military contracts 

Finally, we should consider the totals in column 5 (military prime contract, 
1950-54) and column 6 (estimated military purchases, 1952). Aside from diffe 
ences in time coverage, the variations are explained by the allocations @ 
contracts among subcontractors or diversion to branches in other regions. Thx 
New York and Michigan account for 15.5 and 8.9 percent of military prim 
eontracts in 1950-54 but only 10.1 and 5.5 percent of military purchases, respe 
tively, in 1952. But the respective figures in the Southeast are 6.8 and lj 
percent. 

On the basis of estimated military purchases, 1952, as compared with th 
percentage of national income, we can also draw some conclusions concerti 
vulnerability to disarmament. New England and the Central States woill 
especially feel the adjustment, By States in order, the major problems wotll 
be for Connecticut, Indiana, Ohio, New Jersey, Illinois, and Michigan. If tt 
comparison were made with 1950-54 prime military contracts, the Middle Bis 
would seem to face some serious problems, also, as would New York i 
Michigan. 


EB. Summary table of regional impact 

In summary, we present a table below. The first column gives ranking a 
percent manufacturing vis-a-vis percent of income. Michigan, Connectitt 
Indiana, and Ohio are especially vulnerable to disarmament on this criterii 

Should disarmament be accompanied by tax cuts, then Connecticut, Mast 
chusetts, Illinois, and Pennsylvania would especially profit. These gains woll! 
in part offset the vulnerability shown by the high percentage of employment? 
manufacturing. 

Military purchases also reveal a high degree of susceptibility of Connectiet 
Indiana, Ohio, and New Jersey. (Should armaments be greatly cut, pu 
military contracts put Michigan in a weak position. ) 
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The final column merely reveals the percentage Federal taxes borne to impact 
of Federal expenditures. New York is the greatest loser and Illinois, Massa- 
cpusetts, and Connecticut follow— for the 12 States singled out for examination. 

In general, the Middle East, New England, and the Central States and Con- 

eut, Michigan, Indiana, and Ohio are likely to face the most serious prob- 
jens; but the other States listed below will also have problems, as will some of 
the States with a serious reduction of military contracts. 


Ranking of regions and States on various bases 





6 —- = = 


| | 
| 1952 percent 
| Expenditure expenditures 
Excess, percent | incidence in re | 1952 military (incidence) to 
manufacturing | tax incidence purchases, percent 
payrolls over (low ranking excess Over revenue 
percent of means large percent of (low ranking 
national | gain from national means low 
income i tax cut) income expenditures 
vis-a-vis 
revenue) 
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- INTERNATIONAL ASPECTS 


4. Trends in foreign aid 


Qne way of taking up the slack left because of rising productivity, increased 
timbers on the labor market, and disarmament is an expansion of foreign aid. 
There is much to be said for an increase in this item of expenditure in an in- 
qeasingly troubled world. The President in 1953 had promised the diversion 
ifarmament savings to foreign aid. 

From fiscal year 1948 to fiscal year 1957 (estimated), economic aid and techni- 
al development dropped from $4.40 to $1.84 billion (Budget, 1957, p. 1164). 
These sums are roughly 1.71 and 0.45 percent of gross national product, or a rela- 
tie drop of 73 percent. These declines occurred despite promises by the ad- 
ministration that, as armament expenditures dropped, more resources would be 
made available for foreign aid. Despite the decline of $10 billion in armament 
(penditures and a rise of gross national product of $65 billion since 1952, 
eonomic aid has declined. 

Total aid has, however, remained substantial, the explanation being the growth 
military aid. 

Relevant figures follow: 


Foreign aid, 1945 to 1956 


{In millions of dollars} 


Fiscal Fiscal 
year 1955 | year 1956 


invasion invasion 


Total j 


| | 
After Korean Before Korean | 
| ! 

} 


Total Yearly Total Yearly 
average average 
i 


6: | 4,513 4, 648 


Grants and credits.............| 56, 29, 793 4,965} 26,347] 5, 
Netcredits.... | —16 —40 


9 
1) 662 | 277 9, 285 857 

iti, 41: 4, 539 4, 688 
Military grants. —- tare 16,197 | 2,699 63 13 2482| 3.020 


Se a 


Net grants. ___ 5, 19% 28, 131 4, 688 ms | 3, 


Source: U, 8, Department of Commerce, Foreign Grants and Credits, June 1956, quarters (computed) 
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Grants and credits average little less in fiscal year 1955 and fiscal year 1983 
than for the average of 1950 to 1956. But in relation to GNP, the figures gy. 
1945-50 equals 2.25; 1950-56 equals 1.45; fiscal year 1955-56 equals 115, © 

The decline was almost one-half since 1945-50 and 20 percent from the 19504 
average—and despite the rise of military aid, which for 1955-56 amounted ty 
two-thirds of the total. 


B. Would disarmament aggravate international disequilibrium? 


No serious problem would arise from the export of military items by the 
United States which are financed by the United States Government, For q. 
ample, the United States exported $4.25, $3.16, $2.13, and $2.25 billion of mij 
items financed by grants in 19538, 1954, 1955, and the first three quarters gf 
1956. The Government would merely discontinue both the grants and the mili 
exports. No balance-of-payments problem would arise unless the recipiey 
of these military items should then try to replace a substantial part out of the 
own resources. This might put some pressure on their balance of payments’ 

In recent years, substantial adverse balances for Western Europe on curry 
account (e. g., $2 billion from 1952 to the first half of 1955) were balanced by 
$5.1 billion of military receipts, thus converting a substantial deficit to a large 
credit. 

In one aspect the effects of disarmament would be serious indeed. They 
relate to United States military expenditures abroad. The following figures ay 
relevant for Western Europe. (Note in 1955 about $2 billion was involved, 
exclusive of economic aid.) 


Expenditures in Western Europe 


{In millions of dollars} 





Offshore purchases 
United States economic aid (grants only) 


Source: U. N., Economic Survey of Europe in 1955, 1956, p. 28. 


C. Dollar shortage and disarmament 


Some of these items have already begun to taper off; but if disarmament py 
ceeds, the reductions will become much greater. In view of the general die 
quilibrium in the dollar market—indeed greatly improved since 1947—but stl 
a serious factor when it is realized that the improvement in recent years li 
been made possible by several billion dollars of United States Government iil 
and expenditures abroad annually and abnormal restraints of trade. 

The problem is of varying seriousness for different countries and regio 
The British have received relatively little aid of late; but their balance of py 
ments is still precarious. The Japanese, without aid, have been able to impmr 
their position in part because of large military and civil expenditures by & 
United States and expansion of exports. In general, Asia might experient 
difficulties because of reduction of military aid; but this would be the area tt 
would especially profit from increased economic aid. 


1” Survey of Current Business, June and December 1956. 
11 Seventh Report of the OEEC, Economic Expansion and Its Problems, 1956, p. 51. 
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Increase of gold reserves 


[In millions of dollars] 





——— 


1952 to 1956 (June) June 1955 to June 1956 


Gold Gold and for- Gold Gold and for- 
eign exchange eign exchange 


ee ee ee ee 
4, 800 1, 100 
4, 450 3 1, 150 
492 : —280 
25 —50 
575 275 
225 75 





farce: IMF, International Financial Statistics, January 1957. 


In the last 38 to 4 years the nondollar world reserves improved substantially, 
wth in gold and in gold and foreign exchange. That the gains are much larger 
ingold and foreign exchange is significant; and in a substantial degree, its gain 
in dollar balances held in this country—the equivalent of gold. Thus, from 
192 to September 1956, short-term liabilities to foreigners reported by banks in 
the United States rose by $4.15 billion ($3.31 billion=official).” 

In view of these large accumulations of reserves, it might be inferred that 
w serious problems would arise for nondollar countries from the loss of, say, 
billion a year associated with disarmament. (The total recently was about 
billion for Europe alone.) But this is an overoptimistic viewpoint: The gains 
have tended to decline, and are still less than the extraordinary dollar payments 
gsociated with a large military establishment abroad. Furthermore, some 
guntries—e. g., United Kingdom and India—are experiencing large losses. 

Asubstantial economic development program, say, of $2 billion per year would 
lelp the developed countries as the underdeveloped ones purchased more goods 
fom them and thus put more dollars at their disposal. Should these prove 
fadequate, then the gap would be filled through trade restrictions abroad, lib- 
alization in dollar countries, and increased private investment. 


HYPOTHETICAL SITUATION OF 50-PERCENT REDUCTION IN ARMS 
EXPENDITURES 


Mr. Harris. The problem is as I see it that we are spending about 
$1 billion on defense and this involves something like 8 million 

leat work. 

Ihave assumed as the Senator suggested that we have a 50-percent 
ieline on our expenditures for defense over a period of 4 years. That 
mans that we would have to increase our total spending in order to 
mintain high levels of employment by something like $20 billion a 
yur, $15 billion to take account of the increased productivity and the 
nereased number of people in the labor market and $5 billion to take 
weount of this reduction of defense expenditures. 

Senator Humpnrey. At this point I should note for the record, lest 
uyone have any misinterpretation of these comments, that we gave 
‘hypothetical figure and a hypothetical situation to the witnesses so 

twe would have something to work on in our discussions, a type 
ifframe of reference. 

Idon’t want someone to say later that I recommended a 50-percent 
duction in our defense budget at the time that the Soviet bear was 
pining and its hair was standing out like a porcupine, nor do I want 

‘Harris to be so accused or maligned. Knowing how sometimes 


tis misinterpretation, I pause to set the record straight. 
. 


"Federal Reserve Bulletin, December 1956, p. 1374. 
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Mr. Harris. I am glad you do that, Senator. I think that wag, 
very wise comment to make. 


PAST EXPERIENCES WITH REDUCTIONS IN DEFENSE SPENDING 


Now, I also agree with a comment you made right at the very begip 
ning that you don’t need armament expenditures for full employmey 
on the assumption that we take proper measures some of which hap 
already been indicated. 

I do, however, believe and I say this parenthetically that if they 
had not been increased public expenditures from $10 billion in 19 
to a hundred billion dollars today, that is expenditures of all Gover. 
ment, it is very dubious that we would today have an income of $4i) 
billion. If you look at the past experience with demobilization thy 
prospects are not bad. 

For example, in 1946 we cut our total spending of the Feden| 
Government by $55 billion and security expenditures went down by 
$52 billion. In 1945 we had a cash deficit of $34 billion; in 1946 we haj 
a cash surplus of $2 billion, in other words, a reduction of $36 billig 
in the contribution of Government to spending. 

And yet despite this tremendous decline of security outlays whic 
involved something like a quarter of our national product, we hada 
increase of unemployment of only 1 million. And, of course, a forty 
nate fact—fortunate in the sense that there were millions on the labor 
market not normally on—then, 4 million people left the labor marky 
once the war was over. 

We didn’t do quite so well in 1953 to 1954. Security outlays droppel 


only $14 billion and yet a recession followed which cost the Natio 
$30 billion. 


RECESSION OF 1949 


Senator Pastore. Before you get to 1953-54, how do you expla 
1949? 

Mr. Harris. You mean the recession ? 

Senator Pastore. Yes. 

Mr. Harris. It may very well be a sort of a secular fact. I dont 
believe economists are in agreement on this. We had the tremendow 
backlog of demand in the early postwar period which kept the economy 
going. A large amount of this was used up in those 4 years after th 
war and I would think that this using up of the backlog probably 
had something to do with the situation in 1949. 

There were other factors, of course. There are some theories thi 
even before the outbreak of the Korean war some factors tended one 
again to put us on a rising level although there are some economist 
that dispute that. he 

1949 was not really a bad recession although I agree that it hi 
Rhode Island hard. This was partly as you and I know the declitt 
of textiles which hit Rhode Island of course awfully hard and, ther 
fore, the recession hit New England generally much more than ther 
of the country. You are right in calling this a recession rather thi 
a depression. It wasn’t a serious thing for the Nation but affectel 
some areas very hard. 

This recession in 1953-54, of course, was the result of the “cleat 
money” policy, and of a very large reduction in Government spenditg 
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jcularly on security. The reduction of Government spending on 
os of course, had secondary effects on spending on investment, 
yd these two factors together tended to bring about a decline which 
yasoffset to some extent by a decline of that. td 
Now, if you take the situation from 1952 to 1956 it is rather interest- 
ing to compare what happened. If you would look at the table on 
e4 (see p. 1268) you willsee a distinct change in policy which some 
le will think is good and others bad but I think it does suggest 
hat has been happening. 


TREASURY CASH RECEIPTS IN RELATION TO GROSS NATIONAL PRODUCT 


We have from 1952 to 1956 a rise of gross national product of $65 
billion and yet we had a decline of welfare expenditures. This shows 
m there was a rise of gross national product of $88 million from 1948 
19 1952 and a rise from 1952 to 1956 of $65 billion. The rise of cash 
reeipts to the Federal Government from 1948 to 1952 was $26 billion. 
4s income went up the Federal Government got more cash. From 
1952 to 1956 with a rise of gross national product of $65 billion we 
mly got $714 billion or more Federal cash receipts. If you look at 
thecash receipts, the next part of the table you have a percentage rise 
ofeash receipts to the rise of gross national product; that is, 30 per- 
ent of the rise of gross national product went into Treasury cash 
meipts from 1948 to 1952. 

That is, about $1 out of every $3 of rise in gross national product 
vent into the Treasury. 

If you take 1952 to 1956 only 11 percent of the rise of gross national 
product went into Treasury cash receipts. Perhaps the most signifi- 
ant part is the last part. You have a rise of cash payments, the per- 
entage of rise of cash payments to the rise of gross national product 
ms 40 percent during the then Truman administration, it was 3 per- 
ent during the Eisenhower administration. 

Senator Humpurey. How do you interpret that now so that just 
the Senator from Minnesota can understand that ? 

Mr. Harris. The way I interpret this is simply that on the whole 
the Democrats are more inclined to spend money for welfare and so 
forth when you have rising income and on the whole the Republicans 
wming in on an economy platform are less inclined to spend money 
m welfare programs. 

Senator Humpnrey. The rise in cash payments to gross national 
product is cash payments for all governmental purposes. 

Mr. Harrts. Al] Federal governmental purposes. 

Senator Humpnrey. Exclusive of defense ? 

Mr. Harris. No, exclusive of defense; of course the decline of de- 
fense expenditures, to some extent, made possible the maintenance of 
welfare expenditures. 


RELATIONSHIPS OF WARS AND THE ECONOMY 


If you will look at some earlier experiences it is interesting to see 
that World War II was the only large war that was not followed by 
alarge deflation. In contrast, the War of 1812, the Civil War, World 
War I all experienced drops of prices of 30 to 40 percent and prices 

87319—57—pt. 183-——5 
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rose 7 and 4 times as much in the Civil War and World War I as in 
World War II. As a matter of fact, if you take the Civil War anj 
compare it with World War II and compare the amount of rego 
going into war, the rise of prices in the Civil War was 14 times 93 
great as in World War II, suggesting that we have learned how tp 
control inflation much more than we did in earlier periods, 

This is important from the viewpoint of demobilization because} 
= don’t have a large price rise during a war the danger of a demo. 

ilization bringing about a deflation is much less because you dont 
have the large inflation to wash out and I think this explains partly 
the relative price stability we have had in recent years. 

Senator Humpnrey. What was the relationship of price riseg jy 
World War I as compared to World War II? 

Mr. Harris. The price rise in World War I was roughly about fog 
times as great as in World War II. 

Senator Humpnrey. Then you had immediately after the war, 
sizable deflation ? 

Mr. Harris. After World War I. 

Senator Humpenrey. And after the Civil War too? 

Mr. Harris. Yes. 

Senator Humpnurey. For the long term, however, taking Worl 
War II, starting with 1940 up to 1956, has the inflation from that 
16-year period been as great as the inflation during World War], 
during just the war? 

Mr. Harris. It wasn’t quite as large. And if you allow for th 
fact that we used perhaps twice as much of our resources relatively 
for war in World War II, the record was much better and the major 
price increase came of course after the war, not during the war whe 
we had controls. 

Senator Humpnrey. The reason I took the longer period is that 
there are some that say we just held the lid on during the war year 
and that the inevitable consequence of that was to have a price ris 
after the war of substantial proportions. In other experiences i 
other wars you didn’t hold the lid down so much so you got the infle 
tion during the war period and the deflation following. 

Therefore my question is if you take the war years from Il 
through 1918 and compare those, the prices, the price structure i 
those years as to 1940 through 1956, the inflation still being in mow 
ment, how would it compare ¢ 

Mr. Harris. Well, Senator, if you don’t mind my saying so, whit 
you ought to do is compare 1914 to 1920 because of the large inflation 
in 1919 and 1920. 

Senator Huumpurey. That is much better. 

Mr. Harris. You get a larger inflation from 1914 to 1920 than yo 
do from 1940 to 1956 or 1949. 

Senator Humpnrey. Even though we did not use nearly the amouth 
of our resources in the World War I experience that we did in Worl 
War IT? 

Mr. Harris. Exactly. 


PLANNING FOR REDUCTION IN ARMS SPENDING 


Senator Humenrer. So your argument then leads to the conclusidl 
that, by the selective use of both direct and indirect controls durilf 
the wartime and managed fiscal policy both during and after the 
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iods in the World War II experience, we were able at least 
alleviate some of the inflationary tendencies ? 

Mr. Harris. There is no doubt about that—we did a much better 
job in World War II. Therefore if we do have some kind of a 
jmilitarization, this is a favorable factor in the situation. _ 

Now also if we do have a demobilization as has been said already, 
tis very important that we have tax cuts which would make it possible 
increase our spending. It is also necessary that we should spend 
pore money as Mr. Martin said on the development of our resources, 
ducation, natural resources and so forth. 

The Federal Government has estimated just recently that the State 
yd local governments have needs for the next 10 years of $200 billion 
syear of construction expenditures and they are only spending $9 
hilion a year today. 

f would say I know the Joint Committee has been working some 
trying to get a census of all necessary public works. During the last 
years we never have really arrived at the point where we have 
rveamounts of public works in the blueprint stage. 

t lot of this stuff is just on paper, but not really so far along so 
could really get going if we had a Jarge cut in military expenditures. 

Senator Humpenrey. This despite a good deal of talk since World 
War II about having a shelf of production. 

Mr, Harris. That’s right. 

Senator Humpnrey. I recall the Government appropriated moneys 
for State and local governments to make detailed plans. 

Mr. Harris. That’s right. 

Senator Humpnurey. Are you saying those plans are not nearly in 
hestage they ought to be for immediate activities ? 

Mr. Harris. Yes. I think this was also true under the Democrats, 
Ivould also say that this new road program which is moving along 
nther slowly may change the situation considerably and my own guess 
vould be that this program which is going to involve a lot of money, 
mch more than is apparent right now, would have a great infla- 
tionary influence in the construction industry. This has not been 


mde apparent at all. 
EFFECT OF CONSTRUCTION PROGRAM 


And this to some extent is an amendment to the generalization I 
mde. My own guess is that this construction program is going to 
highly inflationary for the economy. 

Senator Humpnrey. My own guess is that the statements of cost 
luvealready gone way out of line. 

Mr. Harris. Right. 

selator Humprrey. ‘The St. Lawrence seaway is a typical example. 
When the estimates were made for the construction of the locks and 
he work that had to be done in the rapids section of the river, those 
Simates today I would say are conservatively 50 percent higher 
tun at the time that they were orginially proposed here before the 
ogress and we are facing a very difficult eta on tolls once we 
tt the seaway completed, the estimate that was made and made con- 
tientiously, sincerely and honorably as to the tolls that we would 

ve to charge, that estimate now would have to be at least upped 


fto encompass and even come close to liquidating expenditure 
tots, . 
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Mr. Harris. I think that is going to be true everywhere, | think 


some extent if you don’t mind an outsider saying so that the Con 
was taken in by these very enthusiastic reports of the construction; 
dustry that they could do this job without any inflation. t 

I don’t mean that Congress wouldn’t have voted the program any. 
way but they might have been a little less enthusiastic about such 
large program. ys 

Senator Humpnrey. No matter what you attempt in the consti 
tion field, it seems to cost more than you contemplate. In this high 
way building program if we are going to get the number of miles of 
highway construction that the interstate system contemplates under th 
law and the secondary and primary road system contemplates undertl 
law, I would only make a gentle suggestion that the initial estimates 
to cost are so far off that it behooves men of conscience to speak mop 
candidly. 

Why it is just ridiculous to assume we are going to build the 
roads for what we are talking about publicly. 

Building a small house offers an example. If one could bul 
overnight, its cost might approximate the estimate. But if there isay 
delay, the house just costs much more than was contemplated. Then 
are materials, labor, and many other reasons and factors. 

Mr. Harris. Construction costs have gone up 50 percent more thm 
the general price level since the war. That gives you a general ida 
how fast construction costs go up. 


EFFECT OF REDUCTION IN DEFENSE SPENDING ON OTHER COUNTRIES 


Now, one question put to me was: Would foreign countries haves 
similar problem if they had to cut down their military expenditure! 

I would say not generally because Western Europe only spends! 
percent of its income on defense whereas we spend 10 percent and the 
are struggling with more inflation than we are. So the net effet 
would be to diminish inflationary pressures rather than bring upm 
unemployment. 

Senator Humpnrey. What do you think would happen if Westen 
Europe were called upon to spend 10 percent more for defense? Wh 
would be the impact on the price structure ? 

Mr. Harris. It would be very serious unless they used serious tit 
trols. They are fighting a greater inflationary situation than wear 

Senator Humprrey. The Germans seem to be doing a good job mt 

Mr. Harris. Yes. But they are in a position now of overemplo 
ment and just yesterday I read an article by a Swiss economist on thi 
point. , 

Senator Humpnrey. The Dutch are in the same situation. 

Mr. Harris. Yes. They have had a lot of trouble with inflation thi 
year. 

REGIONAL EFFECT OF ARMAMENTS REDUCTION 


Let me go to the second aspect of this problem which has not bee 
dealt with very much. That is the regional problem. Let me pdl 
out to you a table on page 8 which summarizes this. (See p. 1270) 

I tried here to give you some idea of how a demobilization progr 
would affect different parts of the country and different States. 
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Senator Humrurey. Next time you prepare a table I want you to 
nt Minnesota in there. 

Mr. Harris. I thought of that. I took all the States and all the 

ions that had 214 percent of the military contracts. 

Senator HumpPurey. We have very little, believe me. I want you 
know we get very little. 

Mr. Harrts. I will be glad to give you a note on Minnesota and 
Jowa. 

Senator Humpurey. We get very little help from the Federal Gov- 
ment in Minnesota or Iowa, is that not right, Mr. Hickenlooper ? 
Senator HickenLoorer. We are at the bottom of the totem pole. 

Senator Humpnrey. We are certainly near the bottom. 

Mr. Harris. I will send you a list on that. I am glad Senator 
Pstore isn’t here now. Rhode Island is a small State and doesn’t 
yveeven 1 percent of the contracts. 

The general idea of the table is that I compare the relationship of 
te percentage of manufacturing wage disbursements in relation to 
the percentage of income and obviously if a State has a large per- 
entage of manufacturing wages in relation to income, it is likely to 
pin trouble if you have a large demobilization. 

The areas that will have the largest trouble on this basis are the 
(antral States, Illinois, Ohio, Indiana, and so forth. The New Eng- 
jmd States and the Middle East States (New York and Pennsyl- 
mia and New Jersey are the important States), and of the indi- 
vidual States the greatest trouble would be for Michigan, Connecticut, 
Indiana, Ohio, New Jersey, Pennsylvania, Illinois, and Massachusetts 
in that order. 

EFFECT OF TAX REDUCTIONS ON STATES 


Now if this were accompanied by tax cuts of course that would be 
in offset to some extent and the area that would gain most from tax 
ats which would follow this cut in expenditures would be New Eng- 
ind first, Middle Eastern States second and among the States, New 
York, Connecticut, Massachusetts, Illinois, and Pennsylvania in that 
order. 

If you cut expenditures of the Government the South and West 
vould suffer the most because they get the largest amounts of Federal 
apenditures re ative to what they put into the Federal treasury. 

If you compare the amount of taxes paid and the amount of ex- 
pnditures by the Federal Government you find that the largest losses, 
that is the people who pay the most taxes really relative to what they 

back, are the Middle Eastern and New England and Central 

tes, and the States that suffer the most in order of activity are: 
New York, Illinois, Massachusetts, Connecticut, Pennsylvania, Mich- 
gan, New Jersey, Ohio, in that order. 

These are among the States that have 214 percent of the Government 
wntracts. 

By the way, you got into a discussion with Mr. Martin, Senator, as 
towhether military purchases were a larger or a smaller percentage 
ti national income and, far be it from me to criticize that distin- 
guished public servant, I made a quick calculation while he was talk- 
ing, 

I want to point out in 1953 military expenditures were 15 percent 
tthe gross national product and today they are 10 percent. 
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That is a cut of one-third relatively speaking. These are roy, 
figures but are roughly accurate. If you had a decline of militay 
purchases and if you compare military purchases and the percentyy 
of national income, then the areas that would suffer most would 
New England and the Central States and in this order: Connectioy 
Indiana second, Ohio third, New Jersey fourth, Illinois fifth, aqj 
Michigan sixth. 

So, in a general way, I would argue that the industrial States wok 
probably lose considerably more than others. And this loss would) 
offset to some extent by reductions in taxes because they pay a lap 
part of the total tax bill as compared to what they get out of th 
Federal Government. 

There would be serious problems here and what Mr. Martin aq 
Senator Pastore said is very important, we must have a fairly generoy 
unemployment insurance program to still take care of the transitig 
as we did to some extent right after World War II. 

Now then an interesting thing is that despite these large economig 
in military expenditures there has not been any attempt to offset they 
by increases of foreign aid. 


FUNDS FOR FOREIGN DEVELOPMENT 


At one time President Eisenhower made a statement that, as mili 
tary expenditures declined, more money would be available for foreig 
development. Actually in 10 years the percentage of aid to gny 
national product dropped from 1.7 percent to 0.45 percent. 

This is a decline of something like 75 percent relatively speaking 
In other words foreign aid today accounts for something like 25 per 


cent as much of our GNP as it did in 1948. This despite a declined 
armament expenditures of 10 to 12 billion dollars and a rise of GNP¢ 
$65 billion. 

Senator Humrurey. In other words, the foreign aid program his 
tapered off from 1948, related to the total number of dollars availabk 
from whence you could draw foreign aid program funds, from Lt 
0.45 GNP. 

Mr. Harris. That’s right. 

I have some figures for the later period but I don’t think I will bor 
you with more figures. 


EFFECT OF ARMS REDUCTION ON BALANCE OF PAYMENTS 


Now, let me just end up by saying just a word about the intermt 
tional field because Mr. Martin covered that to some extent. I kno 
that Dr. Colm is going to discuss more fully the relationship betwen 
a decline of military expenditures and the increase of consumptitt 
and investment, and uses of public services that would be required 
offset these, and I am not spending very much time on this right no* 

In a general way there is a serious problem of dollar shortage whith 
has not been solved as yet but is in much better shape than 10 year 
ago. If we cut military expenditures and cut a corresponding amoutl 
of military outlays on behalf of foreign countries this may raise sol 
problems. 

I don’t think for example that if you cut your military outlays by 
$2 billion and therefore did not send $2 billion worth of goods ab 
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that this would have any effect on the balance of payments because 
the reduction of aid would be offset by reduction of military items 
gnt abroad so this would not seriously affect foreign countries unless 
they wanted to replace these items themselves. 

War might have an effect on their balance of payments. As Mr. 
Yartin suggested there are differences in the position of different 
omtries and though the general position may not be too bad there 
grecertain countries—for example, United Kingdom—that have fairly 
grious problems. 

It is also true that in the last few years the nondollar world has 
len adding to its reserves about $2 billion a year and one might as- 
ame that some part of this might be an offset against any loss result- 
ng from the fact that the United States was making less military aid 
available. 

One aspect must be emphasized over and over again. It was em- 
phasized by the President’s Aid Committee that reported yesterday ; 
wmely, that if something like $3 billion a year is spent by our mili- 

Bhved, inclusive of related civil activities and that if these or a 
large part. of these $3 billion disappear, this would raise serious prob- 
jms for the foreign countries and this would mean that they may be 
more short of dollars than they are now . Since if we are going to 
lve this problem this might have to be offset by economic 
development. 

BUDGETARY INSPECTION 


That’s all I was going to say except one other thing. You asked 
ne if it would be possible to devise means, through inspection of 


budgets, to inspect defense expenditures ? 

Thaven’t this in the paper because the request came in after the 
paper was written. I was supposed to appear 2 months ago. I 
would be inclined to say that it would be helpful to have such control 
ut Iam not too optimistic that it would be very helpful. 

There are all irinds of reasons for this. Some of them were pointed 
vitin your own report. 

For example, here we are building say a hundred billion dollar 
wad program in the United States. One of the major arguments used 
wis that this was a defense program. Would we include this as a 
defense expenditure or would we not ? 

This is the kind of problem you are going to be up against. This 
8 going to cause all kinds of trouble. 

Anybody who has dealt with Russian budgets (I have only looked 
itthem) knows that it is very difficult from an inspection of the Rus- 
ian budget today to find out what is being spent for defense. But 
perhaps what is more to the point is that the Russians price the mili- 
ly ingredients the way they want to price them. All they have to 
to is cut down the price of military items or things bought by the 
uilitary as they do for investment often and this would make their 
uilitary budget look much smaller than it really is. 

To get around difficulties of that kind is certainly not going to be 
very easy. We know, for example, that the Russians spend something 
lke 15 percent of their budget on the military. 

We spend 10 percent. Yet they have a military force which is sup- 
peed to be twice as large as ours. That suggests they get their 
nilitary items much more cheaply. They just cut wages or force 
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them into the army. We pay something close to a market wage, no 
fully, but closer to a market wage. on 

Our whole economy is a service economy and we tend to put alll th 
embellishments on our military which makes it seem that we spend, 
lot of money for defense but get much less out of every dollar tha 
the Russians do. Because the Russian tank is just a tank without th, 
paint and the comfortable seats and all the other things. 

There is a lot of difference between spending a dollar for defense jy 
Russia and spending a dollar for defense in the United States becayg 
the Russians don’t add all these services that go with the military x 
we do because we have a rich economy. 

To make corrections or allowances for this would be a really tough 
problem. 


DIFFICULTY OF DEFINING VALUE OF FOREIGN CURRENCY 


One final point is this. We often try to find out what the incom 
of the Russians is. This is a very tough problem because the rel 
value of the ruble is unknown. We have for example generally found 
of Western Europe that when you take the national income of anyof 
these countries and compare that with the dollar equivalent by co 
recting for exchange rates, you get one value for the national income; 
but if you compare the price of a basket of goods in both these com 
tries, which has been done, you get a national income for these com: 
tries perhaps one-third higher than the usual estimate. 

Senator Humpurey. What you are saying is that if you take a 
estimate of United Kingdom’s national income on the basis of what 
their currency buys for the man and the woman, that is, a worker 
or a farmer or shopkeeper, you get a much higher national incom 
than if you take it on the basis of what the bankers say the exchang 
rate is/ 

Mr. Harris. Exactly. 

Senator Humpnrey. That is not hard to understand. 

Mr. Harris. You are an ex-professor after all. 

Senator Humpurey. It isn’t hard to understand in the sense that 
the currency has a relationship to the goods and services availabls 
in Great Britain. 

Mr. Harris. Exactly. 

Senator Humpurey. That is a much more desirable relationship 
than that which you use for purposes of exchange of currency 0 
convertibility. 

Mr. Harris. So we have been underestimating for years really the 
income of Western Europe for this reason. This is relevant for 
foreign-aid programs and everything else. 

Senator Humpurey. I think this becomes apparent when you s 
how the people of Western Europe live. To find out, go into a home 
in Norway or in Great Britain or in France, the home of a man who 
has a comparable kind of work, who is a shopkeeper, a schoolteacher, 
an accountant, and take a look at how he and his family live in com 
parison to how you and your neighbor live. 

You will find that their standard of living isn’t quite as low as wear 
led to believe. They live quite well. They don’t have cars as big# 
we do. That is all to their advantage, they don’t have such parking 
problems. 
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Jfanyone can explain why we need a 300 horsepower motor to drive 
work with, I would like to have them do it. It may be all right, 
titdoesn’t make any sense. I have one. é ; 

Itshows we don’t have good judgment. It is a good car to drive 
3000 miles in, but I have often wondered whether it is necessary to 
jrive8 miles to work in. Maybe we need a mass mental examination. 
[won't go into that. That is a favorite topic of mine. The bigger 
wr, the more parking space and the more the taxes have to go up to 
govide the parking space and streets. 

Mr. Harris. That is quite true. This is one argument for Govern- 
nent control. No automobile company dares turn out a car that is 
galler than the other. They might all like to do so. If you could 
nt them to operate like a cartel on this item this would be a great 
gution of the excessive horsepower and the size of the car, both 
ridiculous features. 

Senator Humpnrey. They are nice to have, I admit that. 

Mr. Harris. Senator Hickenlooper looks at me as though T am a 
imgerous man saying this. 

Senator HickENLOorER. On the contrary, I think you are making a 
lt of sense. I might suggest if anybody wants to buy a smaller 
horsepower car, they are available. 

Senator Humrnrey. They are hard to get. 

Mr. Harris. A lot of people in our part of the country are buying 
European cars for thisreason. You can get a German car for half the 
price of our low-priced cars. 


DETERMINATION OF GROSS NATIONAL INCOMES 


Senator Humpnrey. Going back to our European economies and 
their gross national] income, it seems to me that it’s quite important 
that we have reliable figures. In dealing with such matters as con- 
nbutions to international organizations and the foreign-aid program, 
it a to me that we ought to have figures that relate themselves 
tothe actualities of life, figures which show what their currency really 
hys in terms of what they really use, not figures which are unrealistic. 
Atthe present time when you travel, you go to a bank and make an 
achange of currency, and you get so many francs, but if you go out 
tosomebody else, you get a different amount. It is that simple. 

Mr. Harris. We don’t know what these currencies are worth in 
ms of goods. This is the problem and what causes the difficulty. 
Asa member of the Foreign Relations Committee you might be 
interested in looking at this book of Gilbert and Kravis which deals 
mth this problem. I can’t remember the name of the book. It was 
one for the OEC, the European organization of the western states, 
western European states, and this could be of some use when you are 
tiking about foreign aid and all that sort of thing; and also of some 
w for this demobilization problem. 


ABILITY OF FOREIGN AID TO HELP FOREIGN ECONOMIES ADJUST 


Senator Humpnrey. If the good happy day should come when we 
secure in a reduction of armaments of substantial proportion, 
vhat would be the requirements upon our Government in terms of 
meign aid to help European economies get over this period ? 
87319—57—pt. 13 6 
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Your paper indicates that there would be an impact upon the inte. 
national structure as well as the domestic economic structure, Yo, 
have a whole series of problems related domestically which haye 
discussed here this morning by yourself and Mr. Martin, but there gp 
also some other international repercussions and those international p, 

ercussions may be equally serious or more serious than the domegti 
ecause of the resiliency of our economy. 

There is a rea] health in our economy that appears to me to be 
beyond that attributed to it. There is a kind of glow of health to th, 
European economy but it doesn’t seem to be quite so deep. It is some. 
thing like a man who has recovered from a very serious illness: ij 
economic muscles are pink, his muscle tone looks good. He seems 
have great vitality but he doesn’t stand up too well over the long 
ordeal. 

That could be the same situation in some areas of the internation,| 
scene. 

Mr. Harris. Senator, I would say if we could provide, as we cy 
down our military aid, some cash for economic development, thi 
would help Europe a good deal because this would give these countrig 
in Asia and Africa the money with which to buy Western Europem 
as well as American goods. 

In that way indirectly Western Europe would be helped althoug) 
the help would not be exactly what they need, but to some extent i 
would contribute to solving their problem as well as help us with 
these neutral countries. 


EFFECTIVENESS OF SOVIET FOREIGN AID 


The point is that Russia has spent less than a billion dollars m 
foreign aid in Asia and the Middle East compared to something like 
$15 billion that we have spent there and they seem to have been it 
many ways more effective with their $1 billion than we have. 

Senator Humrurey. I am not convinced of that. I want to say, 
Dr. Harris, I think there have been other factors which have mak 
it possible for them to look effective. If one group is the purveya 
of contamination, it is a lot cheaper to contaminate a society than itis 
to meet the epidemic. 

You can take a little vial of bacteria and spread it around inw 
healithy conditions and it will cause a lot of disease, but it will takes 
large amount of antibiotics or vaccines to cure the disease. 

Mr. Harris. Let me just answer that, Senator. I think the Russian 
have been very smart. They have not given money away, they hare 
rented it at low rates of interest. They have taken the domestt 
currency and taken the goods they wanted. They haven’t tied itw 
to any political objective of saving capitalism or communism in thes 
countries. They have done it indirectly but on the surface they dil 
it this way. 

EFFECTIVENESS OF FOREIGN AID PROGRAM 


I was a little surprised at the President’s Commission proposal thit 
we should not accept domestic currency, for this is one of the mo 
effective approaches used by the Russians. 

It is easier to poison somebody, as was suggested, than to do tlt 
reverse but they haven’t poisoned through foreign aid, they have dom 
it in other ways. 
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foreign aid program has been surprisingly effective for the 
ynount of money ng | have spent. We ought to have a good look and 
ye why we have not been more effective in those areas. 

In ate we were extremely effective; but in Asia, Africa, and 
yiddle East, I am not sure, and I am for foreign aid. ; 

Senator Humpurey. In Europe we had a framework with which to 
york, we had the remnants of an establishment to rebuild by effective 
reign aid and we did it in large enough doses so that it was effec- 
ir, but in the Asian areas we start from scratch and I think your 
point is well taken. By the way I want to also say that I felt that 
much of the Fairless report was good. I disagreed very much with the 

int you raised about acceptance of local currencies. 

The loan aspect is all to the good. We know that when a country 
ians it has to give a much more careful scrutiny to the purposes for 
hich the loan is made. Secondly, the recipient country has both a 
iegal and a moral obligation which may be conscious or subconscious 
try to figure out programs and projects that will repay the loan. 

think you just get better results. Also if we quit worrying about 
shether it is 2 or 4 percent interest. We are all the time arguing 
iout interest rates as if they had anything to do whatever with the 
purposes and objectives of a policy. 


UNITED STATES AND SOVIET PHILOSOPHIES OF FOREIGN AID 


Senator HickenLoorer. Professor Harris, may I suggest this as 
ymething that has been very effectively involved in the Communist 
program. Roughly, as has been stated many times, their propaganda 
sthat if you come with us you have nothing to lose but your chains. 
tis easy to appeal to those who are struggling. If you act as the 
Pied Piper, you get mass following on that philosophy. 

It seems to me our philosophy of aid had been based, to a greater 
atent at least, although there have been some lapses from this at 
times, upon saying to a person, come, raise yourself, but it is going 
totake considerable work and effort. We try to tell them the truth 
that they can only benefit themselves through raising their own 
standards on their own responsibility. ‘The Communists on the other 
tnd harangue these crowds. They say follow me, and happy days 


‘} vill be here, without delineating what they will do. The Commu- 


usts do not lay down a program of constructive effort, but sometimes 
masses of people will say here is the fellow that promises me the most. 

Ithink we have chosen rightly a much more difficult sales line, if I 
my use that term, because we try to appreciate the fact that people 
oly benefit when they benefit themselves, when they do it, when it 
wells out from within them. 

The Communist propaganda is just on the other side of that. They 
don’t retail any real program of how people will help themselves. 
They say follow our leaders and you will be in clover. 

Mr, Harris. Senator, one reason for this is of course the Russians 
have had this tremendous economic success in terms of growth and 
sss national product in recent years, and these countries see that. 

They say, if the Russians have done so well in such a short. period 
why can’t we? 
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These countries don’t care about capitalism. They don’t kyo, 
what it is. We try to sell them capitalism. I think that is 9 pip 
take. We ought to try to sell them a free democratic type of socio 
and that sort of thing but even then it is dangerous to try to dict) 
to them what kind of society they will have. ; 

The Russians say “We have no political objectives ultimately’ 
and this makes a great impression when they give them aid. ~ 


EFFECT OF EUROPEAN CUSTOMS UNION 


Senator Hickenwoorer. There is another question I want to ag 
you. 

What will be the impact on the economy of Europe, the Uhitej 
States, and the rest of the world of the European Customs Union, thy 
presently the six countries are in the process of ratifying? 

Mr. Harris. On the whole I think this is a good thing. This meus 
some discrimination in a sense against us. But I think there jt wij 
mean much more trade for these countries among themselves, which 
is an advantage, and it means that to this extent they will be ablety 
cut down their unit cost because so many of them are so small. 

One great difference between the United States and Western Europ 
is that in Western Europe you have 20 countries each producing; 
small number of units, therefore high costs. If vou can get then 
together and produce as one large unit, this cuts their cost, this make 
them competitive, they can sell more abroad and need less dollar 

They will buy less from us and need less dollars and to that extent 
this will be a gain in terms of the problem of dollar shortage. 

If they get much stronger economically they will have higher in- 
comes and be able despite their discrimination against us to buy mud 
from us because they have higher incomes. 

Senator Hickentooprr. It would seem that an important part ofth 
result would be the elimination of waste of time in even delivery 
goods and all the things that are necessitated by customs and nation 
barriers. In turn that would also include a reduction in administratin 
or political costs in these countries and of hordes of officials whox 
duty it is to guard these things. 

It may have a very great impact on Europe and the world, it seem 
to me. 

Mr. Harrts. I agree and of course the French in particular har 
so much of this trouble, so much cartelization and monopoly ani 
inefficiency. If the free market can break down that situation, throug 
the increasing competition of the countries, this would help the Frent 
ultimately and all of Europe. 

Senator Humpurey. Dr. Harris, we have Senator Long with us. 

Senator Lone. I regret I was in the Finance Committee while 
were testifying and didn’t have a chance to hear your presentatid 

Senator Humpnrry. Senator Long, Dr. Harris was giving us silt 
evaluation of what he felt the impact of our current foreign iil 
policies have been and the impact of defense outlays upon our om 
economy. He has been discussing what would be the impact of a 0 
of, for illustrative purposes, let us say, 50 percent in defense spenditg 
if that happy day should ever come about when we could make att! 
knowing that we were still secure and not in danger of an attack 
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PURCHASING POWER OF FOREIGN CURRENCIES 


We were just discussing the situation abroad, one part of the dis- 
assion being that national income in some of the countries abroad 
3a little more than it seems to appear on the surface, is that correct, 
Harris? 

Mr. Harris. Yes. 

Senator Humpurey. In other words, the currency of these countries 
lated to the goods and services produced or available in the countries 
gems to add up to a little more national income, a little more personal 
jeome or a higher standard of living for the individual than the 
¢atistical evidence would relate. 

Mr. Harris. Yes, that is, the national income figures we have used 
in the past suggest that Western European countries have a consid- 
ably lower income than they really have if you measure their income 
ty what their own currency will buy of their own goods as compared 
i what our currency will buy of our goods. 

Senator Lona. How did you arrive at that conclusion ? 

Mr. Harris. This was a study done by the Western European Eco- 
yomic Community by two competent economists, both Americans, 

You see ordinarily if we want.to find out for example, suppose the 
British have an income of $10 billion and the pound is worth $3 then 
mw know the British have an income of $30 billion. That is the way 
itis generally estimated ; but what these chaps did was to try and see 
how much the pound actually buys in Great Britain, of a normal stand- 
ad of living, and how much the dollar buys in the United States, and 
empare these two. 

On that basis we find the pound is worth much more than $3 and 
therefore the total income in Great Britain becomes so much higher 
than it would be under the old way of measuring. 

Senator Humpurey. The pound is worth more to an Englishman 
than $3 in terms of goods and services ? 

Mr, Harris. That’s right. 

Then the pound is worth more than $2.80—more than the current 
value, 

Senator Lone. That is an impression I gained when I was there, 
when we made a study of how much higher our standard of living 
ms than that overseas. While I could see our standard was higher 
itwasn’t as much higher as some people lead you to believe. They were 
wt going hungry. They were doing very well. 

Senator Humpurey. Ours is higher in terms of size of cars and 
tumbers of cars in the family and electrical appliances you might have, 
bitin terms of the clothing, the health, the home, and the foods and 
nag little luxuries of life just ordinary good folks were doing 
quite well. 


INTRODUCTION OF AMERICAN METHODS ABROAD 


Senator Lona. I have had the impression that if, one way or another, 
me could urge effectively the breaking of some of these restrictive 
ptoduction practices and the introduction of genuine American com- 
petition in those countries that, as far as the European countries are 
concerned, they wouldn’t need any foreign aid from us from an eco- 
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nomic standpoint, that is, if you could get them to do business 
the same standards we do. 

Have you gained that impression ? 

Mr. Harris. Yes. We had these productivity teams that worke 
under the Marshall plan where we tried to send our technicians over 
there and they came over here. One of my textile manufacturers ggij 
to me “I wouldn’t let them come into my mill. Why should I let they 
come in and learn how to produce textiles more cheaply than I cay 
and lose my market ?” 

That is one of the problems. You are quite right: One of the troy. 
bles is that productivity is much lower in Europe than here and yp 
have many studies to show that. If you could keep Europe from 
falling behind all the time—we discover something new and we pro- 
duce more cheaply. 

Western Europe learns something about this and tends to catch wp 
By the time they catch up we are on to something new, new produ¢ 
new market, lower cost and then they start catching up again, 

We are managing to keep ahead of them. 

Senator Lone. I was distressed to find in England that the truck. 
ing union is so powerful that they won’t permit the introduction of 
more efficient methods of transportation. In 1952 I recall I fou 
when I was inspecting our bases, we built pipelines to our bases jp 
order to get fuel to those bases. 

You could move fuel in a pipeline at about anywhere from 5 to i 
percent of the cost of trucking that fuel oil. Sometimes you might 
move it at 1 percent of the cost of trucking it, yet the trucking union 
had sufficient influence that they would not permit the pipelines ty 
be used. I think they made the gracious concession that in the event 
of a third world war they would let the pipelines be used to put fuel 
on airbases. 

The enormous cost and waste involved in trucking something around 
in these small trucks compared to the tremendous quantities of fue 
that can be moved at such a low cost in pipelines is a great economit 
waste which even itself would, I imagine, almost offset any economit 
aid we could give Britain. 

Mr. Harris. I agree in general with you. There is one thing w 
sometimes forget. This is an observation that has been made. Labor 
is more plentiful in England than here. Wages are lower, so to some 
extent Europe appears to do things in a way that seems uneconomit 
to us. 

In general I agree with you. Productivity is lower in Europe, and 
even in relation to difference of wages. But to some extent I think itis 
true that the failure to use the most advanced method is not $0 it- 
efficient as it seems because they can afford to use much more labor=it 
is so much cheaper than in most advanced countries. 


along 


PRIVATE ENTERPRISE AND FOREIGN AID 


Senator Lone. It seems to me that our program for foreign ail 
would be better if we accumulated a rather lente revolving fund ani 
simply loaned it to corporations that would do business more along 
the American line, perhaps lend it to American corporations and kt 
them go into business in some of these countries to show what can k 
done. To some extent American corporations have done that of thet 
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own motion. A lot of our oil companies have done it in countries all 
over the world. 

But it would seem to me that you could do it on a sound loan basis 
and enable those people to accumulate the machinery and equipment 
to become much more productive than they are. At the same time you 
might be able to bridge some of those restrictive practices that so 
much hold back their own production. 

It seems distressing to find us paying a lot of money to build up 
someone’s economy when they themselves decree certain restrictive 
practices that make it impossible to succeed. 

Mr. Harris. I want to say this if you look at British manpower, 
man-hour output over the last 50 years, that it has gone up half as 
much as in the United States. But in the last 10 years, their rate of 
increase has been better than in the last 50 years: they are catching 
up but not enough to make up that difference. 

Europe does not require too much aid—only occasionally when they 

t into trouble as over the Suez Canal. Western Europe is in good 
cas on the whole. 

Itisin Asia and Africa where we have problems. 


EFFECT OF CESSATION OF FOREIGN AID ON AMERICAN ECONOMY 


Senator Lone. Do you see anything about our economy that would 
make it insurmountable for us to adjust ourselves to an increase in our 
own standard of living and thereby consume what we domestically 
produce in the event that this foreign aid program should be termi- 
nated ? 

Mr. Harris. Does that include military also ? 

Senator Lone. Yes. 

Mr. Harris. The committee yesterday estimated there was about $8 
billion involved. That includes the expenditures of the military 
abroad and that sort of thing. If you cut out $8 billion all of a sudden 
this might raise some problems. They are not insurmountable. 

I would not argue for foreign aid in terms of the fact that if you 
got rid of foreign aid this would bring about a depression. Eight 
billion dollars is not a large sum certainly if cut over a few years. 

There are all kinds of services that we need in this country that 
could take the place of this. Some tax cutting would encourage con- 
sumption. If we cut down our military expenditures by $20 billion 
this might raise some more serious problems. 

Senator Lona. There is no possibility of any immediate reduction 
of the $8 billion. If you had a major reduction in the amount that 
we are spending in sending arms and equipment to other countries, 
that would be just one segment of it. 

We still would have our overseas military expenditures. Knowing 
something about how the services operate, once you let the Navy estab- 
lish a beautiful place like the one at the Bay of Naples and a few Navy 
homes on the Isle of Capri, it will take a long period of time to get the 
establishment moved out of there. 

Senator Humrurey. Are you talking as an old Navy man? 
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ECONOMIC EFFECTS OF DEMOBILIZATION 


Senator Lone. It is true about the other services too, I’m sur. 
They are slow to move on those things. I am not suggesting that they 
should. It is in our interest that we should have forces in those are 
but a gradual cutback, as far as I can see, at the rate of perhaps 2 or3 
billion dollars in amount would hardly affect our economy at all. 

Mr. Harris. I would agree on that, to this extent. I think the 
danger is that the people who want to eliminate foreign aid are the 
same ones who wouldn’t want to put anything in its place. I don} 
think you are in that class. I feel you should economize on foreign aid 
but I don’t think you would say if we cut our foreign aid by 5 or§ 
billion dollars we should not spend the money on roads, schools and 
so forth, so we keep the economy healthy. 

Senator Lone. I didn’t get a chance to examine Mr. Martin. I was 
in the Senate Finance Committee while he was testifying. I feg| 
we could expand our economy very easily if his group on the Federal 
Reserve Board would not make it necessary for builders to discount 
their mortgages at 90 percent. They could build a lot more house 
and make that available for our people. 

Mr. Harris. I was surprised at the statement of Mr. Martin, | 
think it was a liberal statement. I thought of the Federal Reserv 
as a conservative organization. I thought this was a liberal statement 
on how much the Government should do in case of a demobilization, 

Senator Humpnrey. He was giving his personal views. It is rather 
difficult to disassociate yourself really from your association. 

I wish Senator Long had made this point while Mr. Martin was 
here. I know there would have been a heated discussion. I am on 
the Long side of this interest question. 

Mr. Harris. Aren’t you against the high rates? 

Senator Humpureyr. Senator Long is too. 

Senator Lone. I personally feel a low level of interest rates helps 
expansion, makes it more possible for businessmen to make their plans, 
to expand their plants on a long-term basis, to make sounder invest- 
ments over a long period of time. It helps people to own homes. | 
am not even sure that I would advise anyone now, if he could postpone 
it, to buy a larger home if he had to sign up for 6 percent paper or 
414 percent paper subject to a 10 percent discount which would be 
the same thing as paying 6 percent all over again. 

Mr. Harris. The rate on local bonds for schools is up by 71 percent 
in 5 years. Look what happened to all the schoo) districts. 

Senator Lone. You tend to agree with my views. 

Mr. Harris. I certainly do. 

Senator Humpnrey. Dr. Harris, we are very grateful to you. 

I want to thank you for your cooperation when we were scheduled 
to be with youearlier. We had to call off the hearings. 

Mr. Harrts. I don’t know how you can stand the long-winded 
professors. 

INTRODUCTION OF DR. COLM 


Senator Humpurey. We admire you and respect your judgment. 

The next witness this morning is Dr. Gerhard Colm, the chief 
economist at the National Planning Association and a professor of 
economics at George Washington University. 
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Dr. Colm has also served as an economist in the Department of 
Commerce and the Bureau of the Budget. Like the two preceding 
witnesses, he has been asked to give his views on the effect of disarma- 
ment on the national economy and to tell us of the experience which 
has already been gained by the United States in meeting situations 
resulting from a decrease in defense spending. j 

May I repeat for the record, Dr. Colm, what I have said to others, 
that the situation that we pose for you is indeed a hypothetical one, but 
we need a set of facts to work with and a frame o reference in which 
toconduct our discussion. Hopefully some day we will be able to have 
safe and secure reduction and control over armaments. 

If that happy longed-for day should ever come we would like to 
jnow just what we should do and how we should proceed in our do- 
mestic economy. 

Therefore, proceed. 

(Following are pertinent portions of the Chairman’s letter to Mr. 
Colm suggesting areas of testimony in which the subcommittee would 
beinterested. ) 


Itis impossible to state at this time how the United States defense budget would 
be affected under any type of comprehensive or limited arms control agreement. 
In order to obtain some understanding of possible effects of a reduction of arma- 
ments I would like to pose a few questions on the assumption that the defense 
budget was reduced by an across-the-board cut of 50 percent. 

(a) What immediate major problems, if any, might arise in the working of the 
United States economy asa whole? Would the economy under present conditions 
be likely to make its own adjustments to any such problems or would the Govern- 
ment be called to take special measures to keep production and unemployment at 
high levels? If you think the Government might be required to take specific 
measures can you discuss the relative merits of various courses of action such as 
changes in fiscal or monetary policy or specific programs in certain areas? 

(b) Some opinion has been advanced that the overall adjustments the economy 
would need to make would not be so great that the Government would need to con- 
sider special measures, but that there would occur special problems either in 
specific geographic areas or in individual industries such as aircraft, electronics, 
and shipbuilding. Can you comment on whether such specific problems might 
occur and the extent to which Government or private industry or both should plan 
tomeet them ? 

(ec) Another area of interest to the subcommittee concerns the extent to which 
savings would be available as a result of the cutback in defense expenditures. 
Again assuming a 50 percent reduction in a $40 billion defense budget, can you pro- 
vide the subcommittee with any guide as to how Government revenue, and thus 
savings, would be affected? Assuming that some savings would result, would 
you care to comment on the relative merits, in terms of the viability of the 
economy, of the use to which such savings should be put? For example, should 
taxes be reduced, and if so, where? Or should the money be used primarily to 
reduce the debt, increase Federal domestic programs, or accelerate the rate of 
foreign aid? I am not thinking here of the political merits, domestic or foreign, 
of such uses of savings but of their effects on stability and growth of the economy. 

(d) I believe the subcommittee would also find it of interest to know whether 
the experience of the immediate post-World War II period and the period of mid- 
198 to mid-1954 would have any relevance to our understanding of how to handle 
situations resulting from a decrease in defense spending. 

(¢) We also would be interested in any comments you might have on the 
extent to which armaments have become an important factor in international 
trade. For example, does United States spending for foreign military aid, con- 
struction of bases, and maintenance of its overseas forces appreciably affect the 
dollar resources of individual countries? And, if so, would any problems arise 
inindividual countries’ balance of payments if this dollar supply were eliminated 
or substantially reduced under a disarmament agreement? 

I would like to emphasize that these questions are suggestive of areas of con- 
ern to the subcommittee. You need not feel bound to comment on all of them nor 
should they restrict other points you believe should be made. Personally, I am 





1292 CONTROL AND REDUCTION OF ARMAMENTS 


extremely interested in the economic aspects of this whole question, and I 

the subcommittee can make a definite contribution to our understanding of the 
relationship between armaments and the economy. I do not think that the line 
taken by our adversaries in Moscow is valid, namely, that our economy 
solely on armaments. But neither do I think that we should pretend that g 
defense budget of some $40 billion has no effect whatsoever on the economy, 


STATEMENT OF GERHARD COLM, CHIEF ECONOMIST, NATIONA 
PLANNING ASSOCIATION 


Mr. Coto. Senator, I appreciate very much that you asked me 
to appear before your subcommittee. I have a prepared statement 
which I think is in your hands. Because of the advanced hour, you 
may wish that I summarize the paper rather than read it in full, 

Senator Humrpurey. If that is agreeable to you, it would be fine 
with us. We will have the entire statement printed as if read. 

(The document referred to is as follows:) 


STATEMENT OF GERHARD CoLM, NATIONAL PLANNING ASSOCIATION 


My name is Gerhard Colm. I am chief economist for the National Planning 
Association, which is a nonprofit and nonpartisan organization. I am appearing 
today, however, in response to an invitation from the chairman, as an individual 
student of fiscal and economic policy. I am not representing the National 
Planning Association. 

As I understand the wishes of the chairman and the members of this committee, 
I have been asked to appear today to discuss the probable economic implications 
of a sharp reduction in the Nation’s armaments budget and to evaluate some of 
the policies which might be needed for mitigating undesirable effects. Following 
a suggestion made by the chairman, I will assume that international developments 
will, at some time in the future, permit a 50 percent across-the-board reduction 
in the national security budget and that such a reduction would become effective 
during the next 10 years. Needless to say, making such an assumption for 
purposes of this discussion in no way implies that substantial disarmament may 
be expected within the foreseeable future. Rather, the hypothesis of defense 
reduction presupposes that such a policy is consistent with the Nation’s security 
interest. 

For reasons which have been stated in earlier hearings before this committee, 
there is an urgent need for clarifying our thinking about the relationship between 
rising or declining Government spending for national defense on the one hand 
and economic developments on the other, irrespective of the probability that de 
fense spending will have to be increased or can be curtailed. I am very happy 
to have the opportunity to present before this committee my views on this 
important subject. 

Because a 50-percent reduction in the size of the Government’s defense program 
would have many ramifications, I shall, within the time available, focus my 
remarks on the effects upon the economy as a whole. In doing so, I must neces. 
sarily pass over any detailed discussion as to possible dislocating effects such 
a reduction could create in certain industries or particular areas. I noticed 
that those aspects of the economics of disarmament have been considered by other 
witnesses appearing before this subcommittee. 


1. THE EXPERIENCE OF THE PAST 


Demobilization, 1944-47 

One way of evaluating the probable effects of a sharp reduction in defense 
spending would be to look at past experience. Between the calendar years 1%4 
and 1947, national defense spending, expressed in 1956 prices, dropped from $147 
billion to $18 billion in 1947 as a result of a very swift and almost complete 
demobilization. During the same period, the gross national product, also 
measured in constant 1956 dollars, dropped only from $333 billion to $290 billion. 
The reduction in gross national product was one-third the reduction in national 
defense. In other words; two-thirds of the reduction in national defense spending 
was compensated by increases in other components of the economy. Most of the 
reduction in defense spending was offset by a $34 billion increase in personal 
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consumption, by a $30 billion increase in private domestic investments, and some 
in nondefense Government programs. This gives a reassuring picture, but 
should not lead to erroneous conclusions, 

During World War II, earnings of individuals and corporations were very high 
and spending was curtailed. Thus individuals and, to some extent, State and 
jocal governments entered the postwar era with ample funds and a great backlog 
demand. The same situation applied to a number of foreign countries. Further- 
more, the withdrawal from the labor force of large numbers of women and other 
temporary wartime employees permitted the absorption of much of the additional 
manpower released by the demobilization. In addition, because of the war man- 

wer shortage, enterprises in the United States were seriously understaffed. 
All these factors contributed to the relatively smooth conversion from a wartime 
toa peacetime economy. None of these factors would be particularly significant 
if we should shift from a high armament peace economy to a reduced armament 
peace economy. 


Reduction in defense spending, 1958-54 


More relevant is the experience of the period 1953-54 when national security 
spending was curtailed by a rate of about $10 billion. The recession of 1954 was 
in part the result of this curtailment in defense expenditures. This experience 
was also significant in that the recession was mild and of short duration. Other 
sectors of the economy, particularly those affecting consumer spending, private 
construction, State and local programs, soon expanded sufficiently to make up 
for the curtailment in defense spending. In part, these compensating increases 
reflect the operation of the so-called built-in stabilizers, particularly rising un- 
employment benefits and other payments of the Government and falling Federal 
tax yields. In part, the expansion was the result of deliberate action by the 
Government, such as easing credit terms, tax rate reduction, and promoting 
private construction. This experience certainly disputes the thesis that the 
United States prosperity is based exclusively on an increase in, or maintenance 
of,a high level of armament. It also proved that recovery even from a minor 
recession had to be promoted by deliberate fiscal and monetary policies. The 
experience is inconclusive, however, with respect to the economic effects of a 
more drastic reduction in defense programs. 


2. A LOOK AHEAD 


Perhaps the best approach would be first to view the relative magnitude of the 
problem in the perspective of the economy as a whole and then to contemplate 
how it could be met. For illustrative purposes I have prepared three alternative 
full-employment models of the gross national product: One assumes no dis- 
armament; one assumes a cut in national security programs to about one-half 
the present level; the third considers the possibility that security expenditures 
will be increased. The calendar year 1965 will serve as the benchmark for the 
projection, assuming that any major change in armament programs will take 
place in stages during the period between 1960 and 1965. 1956 serves as the base 
year and all estimates are expressed in 1956 prices. The following chart presents 
these alternative models in graphic form. Most of my discussion, however, will 
beconcerned with the first two alternatives. 

National security expenditures in 1956 were $41.6 billion; under present mili- 
tary programs, national defense spending by 1965 is estimated to rise to $46-$47 
billion. In a period of disarmament, however, defense expenditures are assumed 
to drop to $20 billion by 1965. It should be noted that the same level of full- 


employment production is assumed for 1965 whether achieved with present or 
with reduced military programs. 
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Gross national product, calendar year 1956, and alternative projections for 1965 
[Billions of dollars in 1956 purchasing power] 





ye 

Change | Change 

1956 yo 1965 I wT we 1965 II | 1965 IIT | between | between 

| | | 19651 | 1956 ang 
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Gross National Product_...............-.- 412.4 584.0 584.0 600. 0 0} +1716 

National security expenditures....._------ 41.6 46.5 20.0 | 66. 5 —26.5 —25 

Personal consumption ---__--_---.-- ; 265. 8 385. 0 395. 0 377.5 +10.0} +4999 

Private domestic investments.- HG. 65.3 88.0 | 91.0 | 95.0 +3.0 +%5.7 

Foreign net investments. - ._- 1.4 1.5 4.0 | 1.0} +25 +24 
Government Loe aman other than for I 

national security... .-- , banesl 38.3 | 63.0 74.0 60.0} +110) +4957 

! 
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Sources: 1956 Economic Report of the President, niente 1956. 1965 National P amie Association, 


The GNP projection for 1965 is based on the usual estimates of the increase in 
the labor force, increase in output per man and so on. Alternative I assume 
continuation of current programs for national security with an increase jp 
nondefense Government programs approximately in line with the rise in total] 
production. It would indicate only a modest reduction in tax rates from pregent 
levels. Alternative II assumes that the suggested $26—27 billion reduction in 
national security programs is compensated by an increase in personal consump 
tion, in domestic and foreign investments and in nondefense Government pr. 
grams. The figures are admittedly arbitrary and based largely on judgment; 
they result from a guess at the most reasonable increases which could take 
place in order to compensate for a reduction in armament. 

It should be emphasized, however, that these increases would not take place 
automatically; they would require the support and adoption of appropriate 
Government policies. One general conclusion is suggested by this table. Very 
large increases in consumption, investment, and Government nondefense pro 
grams will be feasible and necessary over the coming decade even if defense 
programs continue at the present level. The increase in all these nondefense 
activities would have to be $167 billion with present levels of defense programs, 
$193 billion with the assumed reduction in defense programs. In other words, 
seen in the perspective of a number of years, demobilization would not create 
an entirely new problem but would only add to the problems which we have 
to meet anyway in an economy of increasing productivity. 


8. POLICIES FOR PROMOTING COMPENSATING EXPANSION 


Consumption 


The $120 billion increase in personal consumption between 1956 and 198 
under assumption I would be largely accounted for by the increased earning 
of a rising labor force. By 1965, about 10 million more persons will be employed 
with an average increase in earnings of around 2% per year. A moderate tar 
reduction would make but a modest contribution to the support of consumer 
buying. If, however. as is postulated in alternative II, consumer expenditure 
are to be stepped up by an additional $10 billion, a policy calling for substantial 
tax reduction would be indicated. In this connection, most effective would be 
those reductions in tax rates which would directly add to consumer purchases; 
that is, reductions in excise taxes or in the individual income taxes with par 
ticular emphasis on the lower income brackets. Since, as seems reasonable, 
some of this tax reduction would be used to increase savings, then the magnitude 
of the tax reduction would have to be correspondingly larger than the desired 
$10 billion increase in consumption suggested in our model. 


Private domestic investment 


The increase in private domestic investments—including business investment 
and residential construction—cannot be expected to occur automatically. A 
curtailment in defense contracts would suggest a reduction of investments in 
defense and defense-supporting industries. Because of the increase in private 
consumption, some additional private investments would be induced in indus 
tries producing consumer goods. However, only the most optimistic assumption 
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yould hold that these increases would exactly offset the curtailment resulting 
from the reduction in defense programs. To achieve such a compensating in- 
crease would probably require the development of special incentives, such as 
tax concessions in favor of more rapid expansion and modernization of plants 
and equipment. In addition, lending programs in support of residential construc- 
tin and similar measures to encourage investment could be adopted. 


yet foreign investment 

A substantial disarmament program would presumably take place only if 
international tension were relaxed and if a further relaxation could be expected 
in turn as a result of the disarmament. Conditions would thus be created in 
hich a significant increase in private capital export could be expected. Any 
alistic appraisal of disarmament must presume that a reduction in defense 

nding and international tension will encourage an increase in private and 

ibly public capital export, In 1956, for example, about $2.9 billion was spent 
jy the military in foreign countries, either by our troops overseas for purchase 
of foreign goods and services in the construction and maintenance of instal- 
ations overseas, or for offshore procurement, military mutual support, and so 
om, A reduction in national defense spending presumably would reduce the 
amount of dollars available to foreign countries and may increase the need of 
gme of these countries for loans and outside capital investment. Peaceful 
developments assumed, the ability of the United States to supply this capital 
sould be greatly increased. 

Hence the $2.6 billion increase in net foreign investment assumed in alternative 
lover 1956 may appear modest. However, if disarmament takes the form of a 
gadual shift beginning before the year 1965, a significant increase in United 
Sates foreign investment would already have occurred prior to 1965. The 
asumed level of receipts to the United States resulting from those foreign 
investments would clearly be substantial by 1965. The $4 billion net investment, 
therefore, assumed in alternative II would imply that the level of gross capital 
export would exceed those receipts by $4 billion. In other words, the gross 
pital export would have to rise substantially. 


Yondefense government programs 


Our alternative model II assumes an increase in nondefense spending by 
Federal, State and local governments of about $36 billion in 1965 over 1956. This 
appears aS a very large increase indeed. As a percent of GNP, however, non- 
defense government spending would increase only from 9.3 percent in 1956 to 
27 percent in 1965. Nor would it be difficult to apply this increase in expendi- 
tures to useful and needed projects. Glaring deficiencies currently exist in our 
public programs for education, medical facilities, water resources, conservation 
meastres, transportation, and recreational facilities. The Department of Com- 
merce has recently estimated that a total of $200 billion in expenditures over a 
hyear period will be needed if urgent deficiencies in State and local programs 
tretobe met. With rising population—especially in the metropolitan areas—all 
vels of governinent will face formidable tasks in the next few decades. 

The seriousness of the problem has been set forth in a recent joint statement 
ifthe National Planning Association signed by more than 100 leaders in agri- 
culture, business, labor, and the professions. ‘This statement, entitled “National 
Investment for Economic Growth,” points out that during recent years “high 
priority was required to build up the defense plant, to expand and modernize 
ou industrial plant, and to provide housing for the increased population. The 
lg in making a corresponding effort, public and private, in bringing our social 
plant up to date, however, created serious deficiencies. Thus, we have neglected 
w provide adequately for those public services which are of greatest value for 
promoting rising productivity of the people and of our industrial plant and re- 
wurees. The statement goes on to say that “it would be a tragic paradox if a 
lation, which emphasizes the role of private enterprise in economic growth, 
emits these deficiencies to continue and thereby fails to give private enter- 
prise the public support it needs to carry out its functions.” 

The following estimates for those areas in which future additions to Govern- 
ment expenditures may be most appropriate in the event of a substantial reduc- 
tion in armaments are offered only as a very rough indication of possible increases 
‘nondefense programs, particularly of State and local governments. Alternative 
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II for 1965 assumes a $36 billion increase in our nondefense programs OVer those 
of the base year 1956. This increase could be broken down as follows: 


Highways, skyways, metropolitan access roads, and other means of wenn 0 
ORRIN cit ee betel cele i Le $8.9 
Gebool comsteustien. 2c isle Le 40 
SECU CEOM, CIPOTRUING CRON IIR ia teeter e ene rennin 11,4 
Urban water supply and water conservation___.-.-.---------------2 3.0 
I iiaienlt cecinsictinrdoeeaeten chenlnibinegeennaitinndseres-panthpscenie-oe sp-ovpeneesipaina ae 25 
DEEN RRTRS Gre ene nenene ee oF 

Other Government activities (excluding social security benefits and interest 
pf) a a a 5.0 
I an cvn td avs UN bp caves eh epnt dnhndoneincodapsos undp ws anor ecnagare manage 36.0 


These nondefense Government expenditure programs are of particular strategic 
importance for our problem because they are under the most direct influence of 
the Government. Spending in these areas of economic activity could be slowoj 
down if other elements should show an unexpected increase; if other increage 
do not come up to expectation, spending could be accelerated. The existence of 
such great deficiencies in these fields should silence those who maintain the 
we cannot afford disarmament because it would lead to mass idleness. 

I believe that consideration should be given to preparing specific policy megs. 
ures which could be adopted in order to facilitate the adjustment of the economy 
to a possible major cut in national security spending : | 

1. A tax reduction program both to support consumer purchasing power ani 
to promote business investment ; 

2. A credit and monetary policy designed to promote residential construction 
and State and local government investments ; 

3. A substantial increase in productive Government nondefense programs of 
the nature discussed before on the Federal, State, and local government level, 

As I mentioned earlier, in a growing economy we will have to deal with other 
problems in the fields of tax, fiscal, credit, wage, and price policies, whether 
defense spending is increased, reduced or maintained at present levels. I alw 
suspect that there will be problems related to specific areas and specific industries, 

American prosperity does not rest on high armament. We are capable ew- 
nomically of affording high and even rising programs for national defense if the 
international situation requires it. But this statement presupposes that the 
Nation will be willing to allocate the necessary resources to this end and to make 
the needed adjustments in tax and other fiscal or monetary policies. In the same 
way we can also afford disarmament if the international situation permits it 
and if we are prepared to adopt the necessary measures to facilitate the tran 
sition to a truly peacetime economy. There are many urgent tasks in the national 
and international fields which, because of high levels of defense spending, can 
be met only inadequately. We should welcome the possibility of redirecting som: 
of the resources now used for armament to these tasks. 

Under present conditions we must be prepared, and well prepared, to meet 4 
possible increase in international tension. And yet, we should also be prepared, 
and well prepared, to make the adjustments to a reduction in armament. Itis 
my hope that this subcommittee may stimulate such advance planning within 
and without the Government. 


Mr. Corm. I would like to mention that I, too, appear in a personal 
capacity here rather than representing the views of the National Plav- 
ning Association. 

In my prepared statement I indicate that I am dealing with certain 
stated assumptions regarding disarmament. I do not go into the 
question of whether a curtailment by $20 billion in defense spending 
is feasible. The statement by the chairman has explained the hypo- 
thetical nature of this point quite clearly. If I get under your pro 
tecting umbrella, then this assumption should be safe from aly 
misunderstanding. 
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PAST EXPERIENCE WITH DEMOBILIZATION 


I would also like to skip, with the permission. of the chairman, 
what I have prepared in response to the chairman’s question regard- 
previous experiences with defense curtailment. During the de- 
mobilization period from _ to 1947, when disarmament was 
drastic and almost complete, the effects on the economy were rather 
encouraging. However, the situation in that instance was a special 
one because of the existence of very large backlog demands. We 
amnot presume that the effect of defense reduction will be equally 
ss mild in a situation where there is not great backlog demand built 
up during an all-out war period. More relevant perhaps is the 
perience of the years 1953-54 when defense curtailment did occur 
ata time when a heavy backlog demand did not exist. This experi- 
ace Was likewise encouraging. The memorandum which has been 
submitted to you by the chairman of the Federal Reserve Board 
describes that experience in much greater detail than I have done. 
Since I do not reach any different conclusions than have already been 
tated, I would like to skip any detailed discussion on this subject 
though, if you have any questions, I will gladly try to answer them. 


FUTURE OF UNITED STATES ECONOMY 


Rather I would like to concentrate not on the experience of the 
past, but on what I called the Look Ahead. 

Ihave prepared a chart for the subcommittee which is presented 
to you here. It is a projection of the economy into the year 1965. 
Ihave used a 10-year projection for evaluating a curtailment of de- 
fense expenditure to $20 billion, because I thought that it made more 
sense to consider such a reduction in the somewhat longer range 
perspective. This seems to be of more realistic value. 
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GROSS NATIONAL PRODUCT 
CALENDAR YEAR 1956 WITH ALTERNATIVE PROJECTIONS FOR 1965 
(BILLIONS OF DOLLARS IN 1956 PURCHASING POWER) 


600 


500 


400 


300 


200 





100 
FOREIGN INVESTMENT (14) eased PS 
NON-DEFENSE GOVERNMENT 
0 SAPROGRAMS(383)  9»»tiéRSSS : 





1956 1965 1965 i965 
ALTERNATIVE ALTERNATIVE ALTERNATIVE 
uO I pi 
SOURCE: 1956 - ECONOMIC REPORT @F THE PRESIDENT, JANUARY, 1956 
1985 ~ HATTONAL PLANWTTE ASSOCIATION 

Mr. Chairman, if you look at this chart, I think it demonstrates one 
very significant conclusion. A reduction in national security expend: 
tures to about $20 billion, appears as a very drastic cut which should 
have and certainly will have a great impact upon the economy. But 
if we look at the effect of defense reduction in the perspective of 
few years, then we see that the problem of economic growth involves 
much more than a $20 billion increase or decrease in the national: 
defense picture. 

Under the assumption of continued reasonably high levels 
employment the economy would grow from a $400 billion gross n+ 
tional product to approach a $600 billion GNP 10 years from nov. 
That is a little bit less than a $200 billion increase. 
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To achieve this level of growth isa problem. It is a problem, how- 
ever, which I am confident we can manage. 

The problem of the effect of defense programs, therefore, must be 
yiewed in the perspective of the problem of growth for the economy 
aa whole. To illustrate this, we have here three alternative models 
rith different assumptions as to the level of defense spending. 

Alternative I, which is the middle bar, assumes the continuation of 

resent defense programs. In alternative II, which is represented by 
the first bar, defense expenditures are curtained to $20 billion. I have 
added alternative IIT as a possibility in order to complete the picture. 
In alternative III, I assume that international tension compels us to 
add $20 billion to the national security programs by 1965. What I 
want to show is that in all these cases changes in defense spending 
make a difference in terms of their economic impact; but this difference 
is mall relative to the major problem posed by the big increase in 
total production of goods and services which can be produced over 
the coming decades by an economy of the productivity of the Ameri- 
can economy and with a rising labor force. 








RELATIVITY OF BUDGET TO GROSS NATIONAL PRODUCT 
Senator Humpnrey. Doctor, this discussion of yours of course re- 
lates to all budgetary matters. Even a budget of the size that has 
heen sent up to us, while I make no valid judgment as to that budget, 
must be related to the capacity of the people to pay or the productivity 
and actuality of the economy, or as we say the gross national product 
or the national income. 

When that budget is related to the realities of the economy, the real 
fact is that it is not the biggest budget that we have had. 

Mr.Coitm. That is correct. 

Senator Humpnrey. We can put these things into manageable pro- 
portions. We used to be able to get certain services, such as cleaning 
and pressing, years ago at maybe half what we can now. But even 
s, the price that we pay now may be less than we paid some years 
ago in the light of our income. 

So all of this is relative, and to consider some things on the basis 
of absolutes and others on the basis of relatives gives a distorted 
picture. 

Mr.Cotm. Yes, sir. 

Senator Humreurey. What you are pointing out, as I gather from 
these charts, is the growth factor of our economy and the ability of that 
economy to, first, absorb a 50-percent curtailment of defense expendi- 
tures. In the second bar the chart shows what would happen in the 
economy if defense expenditure were maintained at the present level. 
The third bar shows what would happen if we had to add 50 percent 
toour defense expenditures. That column 3 or alternative III indi- 
cates that the personal consumption item for all practical purposes re- 
mains static in a $600 billion economy as compared with one where 
there is a defense budget of a third as large; is that correct ? 

Mr. Corm. That is right. The main purpose of this chart and 
this approach which I present here is to look at these budgetary 
matters and matters of national defense and other expenditures in 
the perspective of a growing economy. We should not look at it 
in the static view. We should look at it ina dynamic view. We are 
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living in an economic system which gives us the ability to produg 
each year an additional 15 or 20 billion dollars of goods and services 
in constant prices. This whole chart is in constant 1956 prices, J) 
such a perspective one can better »ppraise the true impact of eithe 
an increase or a substantial reduction in defense programs. 


PROJECTION OF ECONOMIC GROWTH 


Senator Humpurey. How do you justify this chart? Do yoy 
justify it on the basis of the traditional economic growth factor jy 
the economy ? 

Do you get here an educated prophecy of $600 billion GNP in the 
year 1965? 

Mr. Coto. First, I would like to say that I don’t want to appear 
as a prophet and I didn’t mean this as a prophecy. I suggest this a 
a hypothetical statement. It is an exercise in figures which I think 
serves a certain meaningful purpose. 

We recognize that our labor force is increasing. That is a pretty 
solid fact because the people who will be in the labor force in 196} 
are already born and we have a pretty good idea regarding change 
in the death rate, immigration, and so on. 

We have experience with labor force participation rates. We know 
how many people in a certain age class are usually working. 

We allow for some changes in that participation rate. We recog. 
nize that there is some lengthening of the period that youth stays in 
school and we know something has been happening to the retirement 
age. We also know that there is an increase in the rate of labor par- 
ticipation of married women. On this basis, then we estimate the 
labor force and there we are on pretty good ground. 

Second, we make allowance for developments in the average hour 
of work. We assumed in alternatives I and II a modest reduction 
in the hours of work. In alternative III we say that if we face even 
more serious international tension than at the present moment, and 
step up our defense production, hours of work probably would not 
be reduced or would be reduced by less. 

That is one of the reasons why the third alternative has a somewhai 
larger gross national product. We are not cutting the hours of work 
as much as in the other alternatives. 

Senator Lone. You are projecting from 1955 to 1965 a period of 10 
years during which time you are anticipating a 50-percent increase in 
productivity. On an accumulative basis that weal look like an in- 
crease of about 4 percent per year against a population increase of 1 
percent a year, so the increase in productivity would be about 3 per 
cent and that is usually a safe guess. I think that was our 50-year 
average and in good years we have expanded more than that. 

Mr. Coto. Over the longer years, over 50 years it was a little less 
But in recent. years, in the recent 1 or 2 decades it was about 3 percent 
and that is what we have been using. 

Senator Lona. Since the Government started using its influence 
and power to prevent us from falling flat on our face economically 
every 10-year period or so, I think it is safe to say the growth in te 
cent years would average out better than the record we had back from 
1900 to 1930. 
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ECONOMIC GROWTH FROM 1955 TO 1956 


Mr. Corm. Senator, this is not directly related but since you are 
asking the question about productivity, the development from the 
yar 1955 to 1956 was very disappointing in that respect. We only 
jada productivity increase of around 1 percent. 

Senator Lone. Yes. 

Senator Humrurey. This last year? 

Mr. Corm. Yes, we are puzzled about that. Our statistics in this 
area are subject to error because of the translation of current dollars 
into constant dollars. 

Senator Humpnrey. I see. 

Mr. Cotm. In general it is probably true that the year 1956 gave us 
alittle bit greater increase in the labor force than was expected but a 
ksser increase in the productivity than was expected. I have not yet 
ven a really satisfactory explanation. 

Senator Homenrey. Could I just venture an opinion, and surely it 
jsjustan opinion. We know that when strikes can raise prices far be- 
yond what is justifiable in the market place, it has a tendency to re- 
tard productivity, because one of the incentives for productivity is 
the increased total net profits. The manipulation of price structures 
enters in, as we witnessed in the thirties. I remember my study of 
this when I was in the university. In the 1930’s, when we were fixing 
prices to give levels of profits and increased margins even though we 
didn’t increase productivity, some industries were doing quite well 
at 65 to 70 percent of capacity even when their productivity factors 
werealmost static. 

[have read several articles on the rather large drop in the produc- 
tivity increase rate in 1955-56. I think if you relate this to the rather 
alarming price rise in certain basic industries that you will find a cor- 
rlation there that is worthy of a little more investigation. 

This is just a layman’s point of view; I am one of these curbstone 
eonomists. I read all I can get my hands on about the economic situ- 
ation and the more I read about it the more convinced I become. 

You are an expert, I wish you would look into it for us. 

Mr.Corm. When you call me an expert I must confess I am ignorant. 
Idon’t know the answer to this question. But we are certainly look- 
iiginto it. My organization is concerned with the problem. I know 
that the Joint Economic Committee is very much concerned with the 
problem. They have prepared a manuscript with lots of figures but I 
don't think it gives us the real full answer yet. 

Senator Lone. The high interest rates make it desirable for many 
people to postpone investments and postpone expenditures. As I 
mentioned, they have just about closed down the housing industry in 
Ionisiana, and I think the situation has become nationwide because of 


these high interest rates. That tends to decrease productivity. Idle 
hbor decreases productivity. 


FUTURE PRODUCTIVITY RISE 


Mr. Coum. We got on productivity, because I responded to Senator 
ong’s question of how we estimate this increase. We assume a pro- 
uctivity rise over the coming decade which is more in line with the 
st decade or two rather than the last year. 

Senator Lon. Yes. 
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Senator Humrnerry. Is it not fair to say that the rate of prody. 
tivity rise in the last 2 or 3 years has diminished as compared to thy 
productivity rise from, let us say, from 1946 up to 19544 

Mr. Coim. If my recollection is correct, we had from 1954 to 1955 
an extraordinary high increase in productivity which is quite explain, 
able. That we could understand because 1954 was a year of slack 
And when the industry is slack, particularly when industry eXDeety 
it the slack will last only a short time, then businessmen hold ont 
their workers even though they are not working most effectively 
They are doing maintenance work and similar things. That was the 
situation in 1954; from that we had the recovery to 1955 and a very 
substantial increase in productivity. : 

Senator Humpnrey. I believe I saw a chart prepared by one of 
your contemporaries, Mr. Keyserling, which showed some rates of 
increase in productivity. I think you are right that in the year 19} 
to 1955 there was this rather sharp increase, but the tendency in recey 
years has been a drop. : 

Mr. Cotm. Certainly in the last year. 

Senator Humpnrey. And I thought, perhaps I am wrong in this 
that there had been a tendency to drop for, let us say, the last 10 year 

Instead of going up all the time, as a trend there has been some drop, 

Mr. Cotm. Perhaps with your permission I could supply for th 
record a little table on that. . 

Senator Humpnrey. I would like to have it. 


Rates of productivity * change for selected periods, 1929-56 


{In percent increase per year] 


1 As measured by private gross national product in constant 1956 dollars per man-how, 
Sources: Census Bureau; Economic Report of the President, January 1957. 


Mr. Cotm. Once we have obtained some idea about this increase in 
total gross national product, I would like briefly to give some projec 
tions for each component part and indicate what would happen to that 
part under a curtailment of defense as indicated in the chart. 


PERSONAL CONSUMPTION 


The biggest item is the increase in personal consumption which We 
estimate under present national security programs would amount to 
about $120 billion in order to give us reasonable approximate figurs 
to full employment. 

That $120 billion increase would be explained to a very large extent} . 
by the fact that by 1965 there will be 10 million more people in th} 
labor force and if you assume that wages go up by about 2 percent pet 
year on the average, then we would come very close to such an increas 
in consumption (assuming the continuation of recent ratios of col 
sumer expenditures to disposable income). 

If during that 10 year period the national security program shoull 
be curtailed, then there would have to be a somewhat greater increa® 
in consumer expenditures. 
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We think that under such conditions we would certainly be able to 
jave a pretty substantial tax reduction. If that tax reduction also 
includes measures for the reduction of, let us say, excise taxes and indi- 
yidual income taxes with emphasis on the lower income brackets then 
yecertainly would have an increase in consumption above the increase 
ghich would be generated by a rising labor force and higher wage rates. 

Increased personal consumption would to a considerable extent take 
the place of the curtailed defense expenditures. 


PRIVATE DOMESTIC INVESTMENT 


The second group is private domestic investment. Here the discus- 
gon this morning has already pointed up that a curtailment in national 
defense expenditures might have an unfavorable effect on business 
investment because in order to meet the additional demand of the 
market, we would have in part conversion of existing defense plants 
nther than additions to new plants. 

Under the assumption of such a curtailment in defense, it might well 
enecessary to consider measures which would create additional in- 
ducements for industrial expansion and modernization compatible with 
andnecessary in a growing economy. 


NET FOREIGN INVESTMENT 


The third group is net foreign investment. A substantial disarma- 
ment program as posed by the chairman would take place only if in- 
ternational tension is relaxed. Otherwise that wouldn’t take place. 
If we have relaxation of international tension then we also would, in 
ill probability, have a rather substantial increase in private capital 
aport. I think at the moment that international tension is one of the 
obstacles which limits private capital export. I would therefore ex- 
pect a substantial increase in private capital export. 

Senator Lona. I will have to go to an appointment that I made some 
timeago. Ihave read your statement. Let me congratulate you on a 
very well reasoned statement. You have been very kind to come here 
and give us your views. 

Mr.Cotm. Thank you. 

Senator Humpurey. The point that you are making right now is 
me that has not been made before to my recollection. If the hy- 
pothesis that we have posed here of reduction in defense expenditures 
vere possible, it of course would mean that international tensions were 
greatly reduced. It would mean that the political climate in the world 
was much improved as well as the political health of the world. 
Therefore, this would be conducive to and an inducement to private 
investment. There would be, by the very nature of things I am sure, 
asubstantial increase in foreign investment from private sources that 
would more than fill up the gap of any Government-aid program or 
investment program. 

Mr.Coum. Yes, sir. 

Senator Humpnrey. That is the point that you are emphasizing 
vhich I think is one that needs to be carefully noted. 

Mr. Coum. It is for this reason that we have included in our chart 
irsing amount of foreign investment. 

Senator Humeurey. Yes. 
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Mr. Com. In addition there is of course the possibility that a rp. 
duction in the defense budget would also increase the willingness of 
the Congress to make some of the savings available for increase 
foreign development aid if private capital export should not do the 
full job that needs to be done. 


GOVERNMENT EXPENDITURES FOR NONDEFENSE PURPOSES 


Mr. Chairman, I now come to the nondefense Government programs 

Our alternative model I assumes an increase in defense spending, 
That is the alternative where we only assume such an increase in ng. 
tional security expenditures as follows from present programs, 

Senator Humpnnrey. Yes. 

Mr. Corm. It is an increase even in that case, because as guided 
missiles and other programs now in the experimental stage come inty 
full production under present programs we would have somewhat 
higher expenditures. 

In this case we assume an increase in nondefense spending by Fed. 
eral, State, and local governments from a level which is now about 
$38 billion to $63 billion by 1965. In case of disarmament I assum 
that these nondefense programs may rise to $74 billion in 10 years, 

Now, that appears as a very big increase in nondefense spending 
by Federal, State, and local governments. This may require a word 
of explanation. In the light of a very large budget, there is nowa 
very understandable interest in restraining additional Government 
expenditures. 

I have on the page 10 of my statement specified a few categories 
which might well be expanded over a 10-year period if we have th 
reduction in national security expenditures. This gives you an in 
crease of approximately $36 billion, which is the increase shown in the 
table, page 5, which compares the present level of expenditures with 
that projected under alternative II for 1965 when we assume curtailed 
national security spending. 

Senator Humrurey. In other words, you are contemplating an in- 
crease in public expenditures by Federal, State, and local governments 
of $36 billion, provided that the assumption of a reduction in defense 
expenditures came about ? 

Mr. Cotm. Yes, sir. 

Senator Humprurey. And that $36 billion would be related to the 
reduction in defense expenditures and also to the expanded produc 
tivity of the economy ? 

Mr. Cotm. Yes. 

Senator Humrnunrery. That is a rather conservative estimate here, 
isn’t it, Doctor ? 

Mr. Cot. I think in a way it is conservative. But you will notice 
this is an increase. 

Senator Humpnurey. Thirty-six billion more than is spent now, you 
mean ? 

Mr. Coram. Yes, otherwise it would be a reduction. 

Senator Humpnmrry. That would be a sum total of 74 billion. 

Mr. Coum. We are now spending for these purposes about $38 
billion. 

Senator Humpnrey. That’s right. 

Mr. Cotm. That would raise it to 74 billion. 
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TOTAL GOVERNMENT EXPENDITURES 


But I would like to emphasize that the percentage of total Govern- 
nent expenditures, defense and nondefense, Federal, State and local, 
the percentage of the gross national product, would still decline. The 

in the percentage for nondefense programs is about 3 per- 
ent of the GNP; this increase of 3 percent is contrasted with the reduc- 
ti in the armament program by about 7 percent. Therefore on 
balance this would result in a net decline in the Government sector as 
a whole. 
[also would like to bring to your attention that over a period of 
the period of war and the period of postwar, we have restrained 
gme of the nondefense expenditure programs, as can now be seen in 
the school situation. There is also the highway program; the metro- 
politan problem surely which is a very serious problem not only from 
the point of view of transportation but in other respects, too; then 
there is the water problem which is certainly a very serious problem 
md might be an impediment to continued economic growth of in- 
dustry, agriculture, and urban development unless something on a 
scale is done about it. 
is morning other witnesses have already referred to the Depart- 
ment of Commerce’s recent estimate that $200 billion expenditures 
over a 10-year period will be needed in State and local programs alone 
inorder to meet some of the deficiencies. 

So I do believe that, even with the continuation of the present level 
of defense programs, a substantial increase in nondefense spending by 
Federal, State, and local government will be necessary to break some 
ofthe bottlenecks which otherwise might become a very serious handi- 
cap to economic development. 

if the defense program should be curtailed, if we get into that situa- 
tion for which we all hope, then you could more adequately meet 
these urgent needs. There is nothing in this increase in nondefense 

ding which would be just makeshift of any character. 

This total of additional programs is a summation of individual proj- 
ets each of which, I believe, is of very high merit. 


MEASURES TO FACILITATE ADJUSTMENT 


Then in summary, if I may read the summary page, I believe that 
consideration should be given to preparing specific policy measures 
which could be adopted in order to facilitate the adjustment of the 
eonomy to a possible major cut in national security spending. 
These measures include: 

1. A tax reduction program both to support consumer purchasing 
power and to promote business investment ; 

2, A credit and monetary policy designed to promote residential 
cmstruction and State and local government investments; 

8, A substantial increase in productive government nondefense 
i ams of the nature discussed before on the Federal, State, and 
ocal government level. 

_I would like to emphasize, Mr. Chairman, that I am not a friend of 
just spending more money. I think there are urgent needs, also, in 
private consumer spending, and modernization of private plants. We 
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are not in a situation where we just have to spend public money ty 
create employment. But we are in a situation where for certain pro- 
grams, which I have mentioned, such as water supply, school, heal 
and so on, where there is an urgent need for more adequate mea 

I believe for some of these programs a more urgent priority exis 
than for some of the purposes for which we now spend money and ty 
which the chairman before has referred. 


NATIONAL PLANNING ASSOCIATION STATEMENT 


While I am speaking as an individual, I would like to mention thy 
the National Planning Association has recently issued a joint state. 
ment on national investment for economic growth where it was said 
that high priority was required to build up the defense plant in th 
past and to provide housing for the increased population and go , 
The lag in making a corresponding effort, public and private, in bring. 
ing our social plant up to date has created serious deficiencies jp 
some areas. 

That statement was signed by about an equal number of leading 
businessmen, labor leaders, farm leaders, and professional people,» 
in that respect I think I can talk for the National Planning Assogi. 
tion as well as for my own person. 

As I mentioned earlier, in a growing economy we will have to deal 
with other problems in the fields of tax, fiscal, credit, wage and prie 
policies, whether defense spending is increased, reduced or mai 
tained at present levels. I also suspect that there will be problem 
related to specific areas and specific industries. 

Seymour Harris has very much emphasized that point. 


AREA REDEVELOPMENT LEGISLATION 


Senator Humpnrey. At that point you are familiar with the aru 
redevelopment legislation that is here before the Congress? 

Mr. Cota. Yes, sir. _ 

Senator Humrurey. I think Senator Douglas has been the main 
sponsor, and others like myself have joined as cosponsors. Do you 
think that this legislation has a place in this study of what might 
happen or what should be done in case of any drop in defens 
spending? 

Mr. Coto. I think that could be a very important aspect of a sortol 
demobilization. 

Senator Humrnrey. It has some application even now when ther 
is some regional dislocation. 

Mr. Cotm. Yes; you may be familiar with the study the Nation 
Planning Association has issued a few weeks ago or perhaps a week 
ago.’ 

Senator Humenrey. I did read about it. I would like to have acopy 
of it if there is one available. 

Mr. Cotm. I will be happy to do that. 


1 Depressed Industrial Areas—A National Problem. A_ policy statement by the NP& 
Special Committee on Depressed Areas and a Report by William H. Miernyk. Plannitt 
Pamphlet No. 98. Washington, National Planning Association, 1957. 67 p. 
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CAPACITY OF ECONOMY TO ADJUST 


Mr. Corm. American prosperity does not rest on high armament. 
That is the record of the past and that is the result of any looking 
shead to the potentialities of increase. 

We are capable economically of affording high and even rising pro- 

s for national defense if the international situation requires it. 
bat this statement presupposes that the nation will be willing to allo- 
ate the necessary resources to this end and to make the needed adjust- 
ments in tax and other fiscal or monetary policies. 

In the same way we can also afford disarmament if the international 
dtuation permits it and if we are prepared to adopt the necessary 
measures to facilitate the transition to a truly peacetime economy. 

There are many urgent tasks in the national and international fields 
ghich because of high levels of defense spending can be met only 
inndequately. We should welcome the possibility of redirecting some 
ofthe resources now used for armament to these tasks. 

Under present conditions we must be prepared and well prepared 
tomeet a possible increase in international tension. And yet we should 
iso be prepared and well prepared to make the adjustments to a re- 
duction in armament. 

Because of this conviction I am very glad that this subcommittee 
devotes its effort to one of these aspects and that I had the opportunity 
totestify before this subcommittee. I join entirely with the view that 
was expressed in connection with Chairman Martin’s testimony and 
also Seymour Harris’s that this subcommittee will do a great service 
if they stimulate advance planning within and without the Govern- 
ment for the possibility of armament reduction. 


ADVANCE PLANNING AT LOCAL LEVEL 


Senator Homeurey. What would you think about communities, at 
the local and State level, proceeding on the basis of some advance 
plannings ? 

You may recall that in Los Angeles in 1953 the Southern California 
Research Council under the joint sponsorship of Occidental College 
md Pomona College, enlisting the help and the assistance of pro- 
fessional people, business people, and editors, made a research study 
into specific economic problems of the Pacific Southwest, trying to 
determine the effect of a reduction in defense expenditures upon the 
las Angeles area. 

There was a good example of local initiative in advance planning. 
Do you feel that this would be desirable for other areas particularly 
where they have large installations of defense industries ? 

Mr. Cotm. I think that would be very desirable. I may remind 
you that in the later phases of the second World War such studies 
weremade and proved very useful after the war. 

Senator Humpurey. In other words, you feel that the experience 
We did gain in World War II for conversion from that wartime 
eonomy to the peacetime economy still have validity in the existing 
‘eonomy if such a day should come when we could reduce expenditures ? 

r.Cotm. Yes, sir. 
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Senator Humpurey. Some of the policies, such as unemploymen 
compensation, veterans benefits, and fiscal policies that were Utilized, 
still have relevance and validity to a comparable situation. 

Mr. Coum. I think so. 


BUDGETARY CONTROLS 


I also was asked by the staff to say a word about the budget contyg 


Senator Humrurey. I was going to ask you about that. May TI jug | 


indicate for the record the reason we asked this question. 

The French representative on the United Nations Disarmamey 
Subcommittee has proposed as an arms control plan that each natig, 
reduce its military expenditures by an agreed-upon amount and tha} 
the financial resources thus made available be, either in whole or jj 
part, allocated to international expenditure on equipment and mutyl 
aid. 

You may recall that our late and beloved colleague here, Senate 
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Brien McMahon, had a similar proposal and it attracted a great deal | 


of attention. 


Under the French plan control measures would be instituted tp | 


insure that nations were not violating the agreement. Among the 
control measures suggested are the following: 

(1) Each country would present its budget to an internation 
inspection authority in a form common to all nations. 

(2) Severe penalties would be inflicted on countries which 
attempted to falsify their budgets. 

(3) The inspectors would have opportunities to detect  possibk 
deception by close scrutiny of the budget figures and by analysis of 
the various economic activities of each country. 

In the light of that, the question was posed : 

Do you think it is possible to devise means, through budgetary 
procedures, to inspect for a reduction of defense expenditures! 


EXPERIENCE WITH BUDGETARY CONTROL 


Mr. Cotm. Senator, when I was asked that question, I couldn’t help 
thinking that was about where I came in. Early in the year 1%, 
exactly 30 years ago, as a government civil servant in Germany I was 
an adviser to the subcommittee on Limitation des Depenses, Th 
League of Nations had a subcommittee for that purpose, and I served 
as a financial adviser to the German delegation. 


Senator Humrurey. You are certainly the right person to questi | 


on this matter. 

Mr. Cotm. The French have made exactly the same proposal now 
which they made 30 years ago with the only addition that all saving 
should be contributed to an international development pool. That 
idea I don’t think was in existence 30 years ago. Because of the at- 
vanced time, Mr. Chairman, I would like—this is a field in which! 
have written a pamphlet 30 years ago, the danger is that I will tak 
too long. Therefore, I will give you only my net conclusion. 


It runs a little different from the conclusion that the staff of the 


Federal Reserve reached and which the chairman presented. 
Senator Humrnrey. Do you have the article with you? 
Mr. Corm. No,sir. It is in German. 
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Senator Humpurey. Is it possible for us to get that article? 

Mr.Cotm. Sure. 

Senator Humpurey. I would like very much to have that study 
nade available to the subcommittee. I am sure it is one of the few 
¢udies related directly to this point. 

Mr.Corm. It isin German. 

Senator Humenrey. We will have it translated. 

(The article referred to is on file with the subcommittee.) 

Mr. Coum. I give you only my net conclusion. I agree with every- 
thing that has been said about the difliculties in reaching any uniform 
dassification which identifies as defense everything that another coun- 

classifies as defense. 

owever, we have a little bit of experience on that through the 


| NATO organization where a unified classification has been developed 
| md where there has been considered and at least tentatively settled 


questions like these:_How do we treat the police forces? What is a 
grategic railroad? What about military pensions and so on? 

We have here a uniform system. There are, however, additional 
difficulties when you include countries which have a different economic 
and social structure. In NATO we are all dealing with countries of a 
gmewhat similar economic and social structure. If that is done on a 
yorldwide basis, including the Communist countries, we would get 
into additional] difficulties. 


BUDGETARY CONTROL AS SUPPLEMENTARY CONTROL METHOD 


But, Mr. Chairman, I submit that if you think of any direct control 
dfnonconventional and conventional armaments, you also get into dif- 
feulties. You had the phenomenon of pocket battleships. If you 
have battleships reduced then a technique is developed of putting more 
power into a much smaller boat. If you limit the number of large- 
sale bombers I am sure somebody will develop a fighter or interceptor 
plane which carries bombs. So whatever control you use you will 


| mn into difficulties and my conclusion would be to combine every 
’t help } 
r 192i, | 


method of contro] that is available. 

Therefore, I would not dismiss the subject of budgetary controls, 
but I would combine various types of control. We could use budget 
wntrol at least as a supplemental control in order to limit certain 
methods of evasion which are inherent in direct physical control. I 
don't think, however, that budget control could be the major or the 
aly method of control. 

My conclusion then was that while we cannot rely on budgetary 
entrols alone or as a major part of the control machinery, I do think 
itcan serve very well as a complementary control and should not be 
aitirely dismissed from consideration. 


USE OF SAVINGS FROM DISARMAMENT 


Personally—and this has nothing to do with any professional 
wew—I would think that any mechanistic provision that all saving or 
even a uniform percentage of all savings from disarmament should be 
put into a pool, I don’t believe that that would be an acceptable solu- 
ton, I think that has to be done on a country-by-country basis, 
depending upon specific circumstances. 





1310 CONTROL AND REDUCTION OF ARMAMENTS 


Senator Humpnrey. Doctor, you have been very helpful, and hy 
cause of your close association with these problems of disarmament jy 
days gone by you are an adviser and a consultant of considerah) 
value to us. 

I wish to express to you on behalf of the subcommittee and of th 
Senate Committee on Foreign Relations our appreciation and thanks 
for your willingness to take time to come here and share your thought, 
with us and also for the very excellent paper that you prepared, 

I would like to have placed at the beginning of the testimony o 
each of the witnesses a copy of the letter in which the subcommitts 
suggested areas of testimony for the witnesses. 


CONCLUDING REMARKS 


Our next public hearing will be held on Wednesday, March 13, 
10 a. m., in room 357. 

At that time we will hear two additional witnesses on the economie 
implications of disarmament, Mr. Harlan Cleveland, dean of the May. 
well Graduate School of Citizenship and Public Affairs of Syracuy 
University, and Mr. Henry Hazlitt, contributing editor of Newsweek 
magazine. 

We will also have Mr. Trevor Gardner, former Assistant Secretary 
of the Air Force for Research and Development and chairman of the 
board of directors of the Hycon Manufacturing Co. Mr. Gardne 
has been asked to testify on technical problems involved in the control 
of advanced weapons such as the intercontinental ballistic missile. We 
had some testimony on technical problems involved in disarmament 
earlier, and now we are asking Mr. Gardner to come and give usa 
little more information. It is out of context in terms of the economic 
problems that we have been discussing today, but it is related to the 
general study that we have been making. 

Thank you very, very much. 

The hearing is recessed. 

(Whereupon, at 12: 55 p. m., the hearing was adjourned, to reconvene 
on Wednesday, March 13, 1957, at 10 a. m.) 
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ECONOMIC IMPLICATIONS OF A REDUCTION IN 
ARMAMENTS 


WEDNESDAY, MARCH 13, 1957 


Untrep Srates SENATE, 
SUBCOMMITTEE ON DISARMAMENT OF THE 
CoMMITTEE ON ForreIGN RELATIONS, 
Washington, D. C. 
The subcommittee met, pursuant to call, at 10:15 a. m., in room 357, 
“nate Office Building, Senator Hubert H. Humphrey (chairman of 
thesubcommittee) presiding. 
Present: Senator Humphrey. 
Senator Humpnrey. Our first witness that we had scheduled this 
noming, Mr. Trevor Gardner, will not be able to be with us. 
He called just a little while ago to say he has had a slight accident 
ad cannot be present to give his testimony. 
So the first witness will be Mr. Henry Hazlitt. 
Thank you very much for being willing to lead off this morning, 
Wr. Hazlitt. This was a last-minute arrangement, I believe, with 
you. You are very kind and considerate. 


STATEMENT OF HENRY HAZLITT, CONTRIBUTING EDITOR OF 
NEWSWEEK MAGAZINE 


Mr. Hazurrr. Thank you very much. I should like to begin, if you 
vill permit me, by reading a prepared statement. 

Senator Humpnrey. Proceed, sir. 

Mr. Hazirrr. My name is Henry Hazlitt. Since 1946 I have been 
the Business Tides columnist of Newsweek magazine; with editorial 
iadquarters in New York City. Prior to this, I was for 12 years a 
nmber of the editorial staff of the New York Times, and in the period 
fom 1934 to 194.6 wrote most of its editorials on financial and economic 
subjects. I am also the author of several books on economic subjects. 


BROAD ASSUMPTIONS OF DISARMAMENT 


In response to the kind invitation of your distinguished committee, 
a to confine myself to a discussion only of the economic effects 
tareduction in armament. I assume, in any case, that most of us are 
agreed on certain broad considerations. One is that any reduction 
itarmaments that is possible, without harmful overall economic effects 
ind without real danger to our security, should be made. 

Asecond is that we cannot afford to relax our guard as long as the 
om posed by the Soviet Union and its goal of world domination 
continues, 
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A third is that any disarmament agreement with the Soviet Unio, 
would be worse than worthless unless we could obtain absolute guaran. 
ties that the Soviet Union would abide by the agreement. A fourth 
is that such ironclad guaranties, in practice, would be extremely dif. 
ficult to secure and enforce. 

The danger of a disarmament agreement that would give our People 
a false sense of confidence, and cause us to relax our guard prematurely 
can never be overlooked. 


CUT IN ARMS SPENDING MIGHT MEAN LESS WASTE RATHER THAN 
LESS ARMS 


Given these broad assumptions, however, I should like to make one 
preliminary observation. This is that a cut in our present huge overall 
dollar expenditures on armament would not necessarily involve a cor. 
responding reduction in armament itself—or rather, it would not 
necessarily involve any real reduction in national security if some of 
our funds are now being spent foolishly or wastefully, that is, for 
unnecessary or duplicate projects and activities that do not really add 
to that security. 

A study by the Hoover Commission and numerous investigations by 
congressional committees have brought out appallingly wasteful ex. 
penditures of defense funds in the past. It 1s probable that similar 
wastefulness still exists, if only Congress knew how and where to 
find it. 


HYPOTHETICAL CUT OF $20 BILLION 


With these preliminaries out of the way, we may consider the prob- 
able economic effects of a reduction in armament expenditures, if 
such a reduction were found to be possible on other grounds. Purely 
as an arbitrary hypothesis, I should like to discuss the results of cut- 
ting the present annual defense expenditures in half over the next 1,2, 
or 5 years. 

In the budget for the fiscal year 1958, $38 billion would be spent for 
the military functions of the Department of Defense, and a total of 
$45.3 billion is to go for “spending for major national security and 
closely associated programs.” 

For the convenience of using a round figure, let us see what the prob- 
able effects would be of cutting defense expenditures by about $20 
billion a year. 


$20 BILLION CUT IN DEFENSE RESULTS IN $20 BILLION CUT IN TAXES 


These effects can be stated very simply. If the Government's de 
fense expenditures are cut by $20 billion a year, it can also cut taxes by 
$20 billion a year (assuming it wishes to keep the budget in the same 
balance as now). 

The Government will spend $20 billion less a year than before, but 
taxpayers will be immediately in a position to spend $20 billion mor 
than before on their own civilian needs. The amount of purchasing 
power in the community will therefore not be reduced. The busines 
that the defense industries lose, the nondefense industries will gain 
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NO ADVERSE EFFECT ON ECONOMY 


In short, there will be no net adverse effect on the economy as a 
yhole. The belief that huge Government expenditures are necessary 
to keep the economy going at full blast is a complete myth. Many of 
our citizens, unfortunately, sincerely believe in this myth. While 
there is no reason to suppose that the Russian rulers sincerely believe 
their own propaganda, the basic assumptions of orthodox Communist 
gonomics are grotesque enough; and most of the Communist theo- 
reticians no doubt really do believe that the American people must 
go on pouring out foreign aid, and must go on with the present huge 
expenditures on armament, in order to keep their capitalist economy 
from collapse. 


UNEQUAL EFFECTS OF CUTBACK 


So much for a broad overall view of the matter. But the qualifica- 
tions to be made are important. <A $20 billion reduction in Govern- 
ment armament expenditures would not of course affect everyone 
equally. ‘The defense industries would be hurt as much as the non- 
defense industries would be helped. And the burden of the loss would 
not be equally distributed even among defense industries, any more 
than the benefits of the new civilian spending would be equally dis- 
tributed among nondefense industries. 

The steel industry, for example, would doubtless suffer a cutback. 
Yet it might find that smaller orders for steel for defense purposes 
would be largely compensated by bigger orders for steel for bridge, 
road, factory, and office-building construction. 

A manufacturer of guided missiles might have to suspend opera- 
tions completely, or at least close down the particular plants working 
m such missiles. The particular towns in which such plants were 
situated might be hurt. Workers who had acquired specialized skills 
might be temporarily out of employment. And it is impossible to 
say in advance on what particular commodities or services taxpayers 
would spend their newly retained incomes—whether on houses, wash- 
ing machines, hi-fi sets, automobiles, or more vacations in Florida or 
France or even on better diet for the lower income groups. 


NO REASON FOR PROLONGED UNEMPLOYMENT 


Yet we know from experience that such a diversion of expenditures 
will occur, and that there is no reason for supposing there will be 
any prolonged mass unemployment. The whole theory, in fact, that 
defense spending is necessary for prosperity got a crushing refutation 
at the end of the Second World War. 

Immediately after Japan surrendered in August 1945, there was a 
sweeping cancellation of war contracts. Government economists pre- 
dicted that unemployment would reach 8 million by the following 
year. Nothing of the sort happened. 

Yet the dimensions of the cut in governmental spending at that 
time were far greater then than what we are considering in our hypo- 
thetical reduction now. 

In the fiscal year 1944, the Government spent a total of $95 billion; 
in the fiscal year 1947 it spent $39 billion. Here was a drop in the 
anual spending rate in this 3-year period of $56 billion. Yet, far 
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from there being a recession in this 3-year pees, there was q sub. 
stantial increase in employment, wages, and prices. 


REFUTATION OF THEORY, PROSPERITY DEPENDS ON ARMS SPENDING 


In spite of this crushing historical refutation, and in spite of the 
fact that it rested on no sound logical basis in the first: place, the theg 
that our prosperity is dependent on the Government defense spend. 
ing program is astonishingly persistent. If that rises, we are tolj 
business activity and prices will rise, but if it declines there is no telling 
how much business will deteriorate. 

I called attention several times in my Newsweek column to thy 
1944-1947 experience and its refutation of this theory. In the Ney 
York Times of September 8, 1955, Arthur Krock presented a tabk 
summarizing a more recent experience. 

This table consists of comparative official statistics for the second 
quarters of 1953, 1954, and 1955, respectively. The figures are @ 
pressed in billions of dollars at seasonally adjusted annual rate 
Here is the table: 


1953 1954 


Gross national product < $369. 3 $357. 6 


Federal purchases of foods and services. ..................-.-. 61.0 48. 6 
All other expenditures d 





Now let us seee what these figures show. They show that whik 
Government spending ran at an annual rate of $3.4 billion less in th 
1955 quarter than in 1954, and $15.8 billion less than in the corresponé- 
ing 1953 quarter, non-Government activity was running in the seconi 
quarter of 1955 at a rate $30.6 billion higher than in the same period 
of 1954, and $31.3 billion higher than in 1953. 

In brief, the theory that American prosperity rises with an increas 
in Government defense spending and falls with a decrease in such 
spending receives no support either from theory or from experiene 


INDIVIDUALS AFFECTED BY DEFENSE SPENDING ASSUME OBVIOUS THEOR 


Why, in the face of this, does this strange theory persist? — It per 
sists, I suggest, for two main reasons, apparently contradictory bit 
perhaps not really so. It persists because it is what one might al 
man-in-the-street economics. ‘The man who is working in a defen 
plant knows that he is working on a Government order. The owner 
and managers of the plant know that they are working on a Goven 
ment order. The residents of the town in which the plant is locatel 
know that the plant is working on a Government order. 

All of them see what is obvious—that if the Government orden 
stop, that particular plant will either have to close down or get orden 
from some other source; and that the particular jobs the plant provide 
might have to be changed or might vanish entriely. it 

What is less obvious, and too often forgotten, is that the $10 milli, 
say, that the Government pays for the fulfillment of this order, hit 
been or will be taken from the taxpayers, and that if the Governmell 
ceases to place such an order annually, the taxpayers will have thi 


nt, 
and ser 
their in 
What 
ipimpre 
ment, 11 
maid fo 
finuous 
mito ne 
Americ 
world. 
Of ec 
Keynes 
do not 
in. T 
content 
not inv 





CONTROL AND REDUCTION OF ARMAMENTS 1315 


guch more to spend themselves on the things that they want, so creat- 
ygorder and jobs in other directions to compensate for the orders and 
ubsthat are lost. 
Thesecond reason for the persistence of the notion that the economy 
nds on the volume of defense orders derives from a peculiar 
modern” theory taken from the writtings of the late John Maynard 
Keynes. 


FALLACY OF KEYNES INCOME THEORY 


This is the singular theory that people with low incomes spend their 
atire incomes while the people with high incomes do not spend their 
gtire incomes. ‘The income that is spent, it is said, helps business; 
igincome that is saved does not help business, but leaves it stagnant. 

This is a very naive theory. It is incredible that it should have 
dso much vogue. ‘True, people with low incomes spend a higher 

tage of their income—perhaps all of it—on consumption goods 
md services; while people with higher incomes spend some part of 
wir income on production goods and services. 

What is “saved” is in fact spent. It is invested. By being invested, 
improves existing plants and equipment, adds new plants and equip- 
mit, increases the productivity of jobs, and consequently the wages 
wid for those jobs, and provides new jobs. It is precisely this con- 
jmous flow of investment, this continuous plowing back of profits 
ito new plants, new equipment, and new methods, that has made 
America the most powerful and the most prosperous country in the 
vorld. 

Of course, the Keynesian error I have just discussed rests on another 
Keynesian theory, to wit, that while the rich save their income, they 
donot invest all that they save, but hoard it in some mysterious fash- 
im, There is not time here to examine this fallacy at length. I must 
wntent myself with pointing out that while it is true that people do 
wt invest heavily at a time of depression, neither do they spend as 
mich on consumption goods. 


DEPRESSION CAUSES NONSPENDING 


The problem here is not excessive saving. It is nonspending. This 
aists only in a depression, when people expect prices to be lower next 
yar or next month than they are this year or this month; or perhaps 

lack confidence in business altogether. 

ut, speaking broadly, obviously it is not the nonspending that 
auses the depression ; it is the depression that causes the nonspending. 
lisa complete fallacy to regard hoarding or nonspending by people 
nthe higher income brackets as if it were continuous or permanent. 
occurs only toward the bottom of the business cycle when confi- 
ence in the future has been profoundly shaken. 


LONG-TERM EFFECTS OF ARMS CUTBACK ENTIRELY GOOD 


§o far, I have discussed the probable short-term effects of a reduc- 
in of armament expenditures of the general dimensions of $20 bil- 
lona year. Such a reduction would necessitate some adjustments, of 
wurse, serious for particular individuals or firms, but not likely to be 
“rious for the economy as a whole. We must look now, finally, at the 
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probable long-term effects of a cut in armaments of these dimensions 
I am still speaking, of course, purely of economic effects, and contin. 
uing to assume for the purpose of argument that the question of 
curity is not involved. 

These long-term-effects will be entirely good. For the produetig 
of armaments is production of goods and services, like airplane ey. 
riers, atomic and hydrogen bombs, rifles, machineguns, tanks, bombex 
combat planes and guided missiles, that do nothing to raise the stan. 
ard of living of the masses of the American people. 

If we should stop producing $20 billion worth of these things a year 
and build instead additional new homes, new electric refrigeratgs 
dishwashing and clothes-washing machines, new and better heati , 
systems, better highways, more books and schools and churches gnj 
research laboratories and hospitals, we will reduce the amount of need- 
less toil and increase the comforts, amenities, and opportunities of life 
for all our people. In brief, we will substitute goods and services thy 
raise the standard of living for goods and services that do not, 


REDUCED TAXES WOULD INCREASE INCENTIVES TO PRODUCTION 


But we will do something more than this. When we reduce the by: 
den of taxation (and by our assumptions we are reducing it some 
billion a year) we not only give our citizens spending power to use for 
the goods and services that raise the quality of their own lives, but m 
increase the incentives to production all along the line. 

Instead, therefore, of merely increasing our civilian production ly 
$20 billion to compensate for the $20 billion previously devoted to de 
fense work, we shall probably increase it by much more than the equir- 
alent of $20 billion. It is impossible to calculate by just how muchow 
present huge burden of taxation, our steep levels of personal incom 
tax, corporation taxes, and excise taxes, are discouraging production 
and investment. But that we are retarding production and invest 
ment to a considerable degree is highly probable. Corporations cau 
hardly be expected to pay more than half of their income, for example 
in taxes, and still invest as fully and boldly as they otherwise woul 
in new equipment for producing, or in research for discovering nev 
and better products. 

The gain that lower taxes would mean for our economy is obvious 
not a gain that we are able to measure precisely in advance. Butthe 
probability is that it would be a very great gain indeed and that the 
increase in productivity from the increased investment to which it 
would lead would mean a substantial increase in the real wages 
every American worker. 


DISARMAMENT MUST NOT ENDANGER SECURITY 


Senator Humpurey. Mr. Hazlitt, may I say concerning the firs 
page of your statement, I appreciate the clarification that you made a 
to assumptions relating to security measures. 

The whole purpose of the economic discussion of a disarmament pl 
eram was to pose certain hypotheticals and see if we could reas 
from those to some conclusions. I want it quite clear that the met 
bers of the subcommittee have always maintained that any disarme 
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t agreement would be, as you put it, worse than worthless unless 
yecould obtain mente guaranties that the Soviet Union would abide 
agreement. 

ilies continuously asked about the inspection features, the built- 
in security features of a disarmament agreement In our discussions 
yith those responsible for our negotations in this field. aie 

Mr. Hazuirr. I merely put that introductory statement in, Senator, 
make clear that I was not myself advocating any unconditional or 
immediate $20 billion reduction in armaments. 

Senator Humrnrey. Indeed I know you did, and I appreciate the 
ct that you did so, and I make my statement because I don’t want 
gyone to get the impression that we feel that within the next few 
months we are going to be able to make such a drastic reduction, even 
hough, may I say, it would surely be very desirable if it could be 
made with security and safety. 


OPTIMISM THAT ECONOMY CAN ABSORB ARMS SPENDING CUTS 


The discussion over economic theory is one that is waged with 
wntinuing vigor. There have been gentlemen here that have taken 
little different point of view on the economic theory, but I am happy 
ionote that all of our witnesses thus far have exemplified a great deal 
ofoptimism as to the ability of the American economy not only to 
alsorb a so-called $20 billion cut in defense expenditures, but actually 
te much better off, as you have indicated yourself. That the avail- 
bility of that amount in savings from defense expenditures would 
mean, as you concluded, the very real possibility of a higher standard 
of living in terms of consumer goods and the fulfillment of many 
weds in terms of community facilities. 


PUBLIC WORKS REQUIRE TAXES TOO 


Ido note, however, that once in a while when we talk about better 
nads, more research laboratories and hospitals, better schools, that 
these also cost money. Possibly it would not follow that if you had 
1 $20 billion reduction in defense expenditures you would have an 
quivalent amount of tax reduction. 

Ithink you would have a substantial tax reduction, but there would 
mdoubtedly have to be, if you are going to have better roads, better 
vhools, hospitals, most of which are public facilities, an increased 
apenditure on the part of public bodies, not necessarily only the 
Federal Government but local and State governments. 

Would you agree with that? 

Mr. Hazirrr. Yes. I was really discussing the hypothetical effect 
of a $20 billion reduction in Government expenditures, and I had in 
nnd a $20 billion reduction of overall expenditures and not merely 
‘substitution of nondefense expenditures for defense spending by 
the Government itself. I should like to point out that most of the 
substitute expenditures I named would represent spending by indi- 
Miduals, families, or private institutions. And I personally hope 
that even the roads and schools would represent State and local rather 
than Federal spending. 
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WHAT CAUSES DEPRESSIONS ? 


Senator Humpurey. One point that intrigued me, and this my 
be a bit off the subject of disarmament, but it gets into economic th 
and I would appreciate your further development of it. 

I quote from your own statement on page 7: 

It is not the nonspending that causes the depression. It is the epressio, 
that causes the nonspending. 

Just what does cause the depression ? 

Mr. Hazurrr. A depression can be caused by almost anything, } 
usually results from a previous boom, if the boom has been allow 
to run too far. No inflationary boom can be continued indefinitely 

We have very prominent cases on record where the mere stopping 
of an inflationary boom, without an effort to do anything else, resylj 
in what European economists call a stabilization crisis. 

The reasons for that are rather plain. When there is an inflation. 
ary boom, it does not depend merely on the existing money and cri 
supply, or on the existing levels of income. It depends also on th 
assumption that there is going to be a still further increase in th 
money and credit supply, that is, a still further increase in purchasing 
power. 

A lot of prices and wages and construction plans for industry ax 
based on such an assumption. Once that assumption is punctured, 
these prices drop, the construction plans are halted, and a downwan 
spiral may be set into effect which can Jead to a crisis. 

Of course, every individual crisis is produced by some particule 
puncture, usually at some unexpected point in the economy. The 19 
crash was precipitated by a sudden change of mind regarding th 
values of shares on the New York Stock Exchange. This set of: 
chain reaction through the economy and through the world. 

But nobody can predict in advance exactly what is going to happa. 
In the outstanding panics of the past, it has often been an unexpectel 
failure of some big company or bank that has suddenly brought ons 
crack of confidence down the line. 

Senator Humpnurey. Triggers it ? 

Mr. Hazuirr. Yes; triggers it. And it is impossible to say in at 
vance just what specifically is going to bring about a crisis or a dow: 
ward turn in business. 

Even when the Federal Reserve lets the money rate go up a litt 
bit, this flashes a red light for a lot of people. They think the Fed 
eral Reserve is saying: “Now we have had enough, boys, it’s time to 
call a halt.” If this is the interpretation, that may precipitate a fil 
in stock prices or an abandoment of some investment plans by indw 
try, or something similar. We have had a little of that within th 
last few months, some tapering down. 

But I don’t think anybody can do any crystal-ball gazing. I dont 
think there is any scientific way of knowing just when a tur wi 
come in the situation, what will precipitate it, how far it will 
That depends on decisions really of certain key persons, and some 
times of millions of persons om what happens to their psychology 

I confess that I somewhat oversimplified and overstated the c# 
when I said that it is the depression that causes the nonspending 
Once the depression sets in, it causes the nonspending; but the not 
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nding of course in turn intensifies the depression. That can happen 
fra certain time. The prosperity to hoard is a cyclical phenomenon 
ihat happens at a certain point in the business cycle. But it is not a 
regular and permanent phenomenon, as Keynes seems to assume. 


WHO CONTROLS THE SUPPLY OF MONEY ? 


Senator Humpurey. Since I have the privilege of asking you some 
questions, who is it who determines how much money supply we should 
have? 

let me just elaborate. Now we have a much larger economy. We 
jave 170 million Americans. We have a much larger plant produc- 
irecapacity. We have many greater needs both at home and abroad. 
Weare a geared-up economy. 

Now who decides how much economic blood we should have? If 
you grow to be a man and have still the amount of blood that you had 
when you were a child, you are rather anemic and you are constantly 
introuble physically. 

The blood supply for the human body is rather important, relating 
tothe size of the frame. 

Now who decides how much blood supply, economic blood, money 
and credit, that we are to have for this big economy of ours? 

It has always intrigued me. I read in the Constitution where the 
(ongress is supposed to regulate money, establish it, and so on, but 
[don’t ever recall that we have ever done anything about it. I just 
wondered. 

Mr. Hazurrr. I think Congress has in a way done it in setting up the 
Federal Reserve System. Of course when we went off the gold basis 
in 1933 we made a decision regarding the future value of money, 
whether we then realized it or not. 

I think there are really two questions involved in your question, 
Senator. One is who does it; and the second is, what should be done. 
As to who does it, it is something like the old question, Who killed 
(Cock Robin? Only in this case everybody denies that he is the one 
who did it. 

The Federal Reserve authorities usually contend that they are mere- 
lyfollowing the money market—in other words, that they have raised 
their discount rate just to keep pace with the market rate on 90-day 
Trasury bills or other going rates in the money market. The com- 
mercial banks contend that they simply lend enough to meet the de- 
mands of their customers. 

Actually, what happens is that the money supply is very much de- 
pendent on the interest rate. If there were no increase in the money 
ind credit supply, the interest rate would go up enough to reflect the 
increased demand for money; it would go up sufficiently high so that 
the demand for funds, by borrowers, would equal the supply of funds 
already held by banks. 

Senator Humpnrey. Who manufactures the supply ? 

For example, Oldsmobiles are made by General Motors. We know 
that. The farmers produce wheat. The chickens lay eggs, but who 
manufactures the supply of money and who says how many eggs there 
are to be 2 

Mr. Hazirrr. In the first instance, I should say, the Federal Reserve 

td manufactures the supply of money. That it to say, it is upon 
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the Federal Reserve Board’s decisions that the supply of money yj 
mately depends. 

If, for example, instead of having today a 3-percent discount mf 
the Reserve authorities jumped it suddently to, let’s say, a 5-percent dis 
count rate, which the Bank of England now has, that would aut, 
matically cut off a lot of demand from borrowers for money, May 
borrowers, in other words, could not foresee enough profit from bg. 
rowing to justify paying 5 percent, and they would not demand th 
money. The supply of money and credit would therefore probably 
go down. There is nobody who directly controls the money supp} 
in the sense that you can turn a faucet on or off. It is not done as gin. 
ply as that. It is in some countries, of course, that are frankly an 
purely on a paper-money basis. 

Senator Humrpurey. But that is not related to productivity, ] 
thought it was understood that credit moneys were related to produ. 
tivity, that it was the production of goods and services that really gay 
value tomoney. Isn’t that true? 

Mr. Hazuirr. I should have made it clearer than I have before noy, 
Senator, that money is different from other things in that the suppl 
of it depends upon the effective demand of borrowers for it at th 
going interest rate. When a bank lends a manufacturer “money; 
what the bank really does is to credit the borrower’s account withs 
deposit—to create a deposit—against which the borrower can dray 
checks or cash. The check-money is “manufactured.” 

Now to come to your question regarding the relation of the money 
supply to productivity. 

What I might call the traditional theory, or the theory held by mos 
people today—and I think that this is also the theory of the Feder 

teserve Board—is that there must be a certain percentage increas 
in the money supply every year to keep pace with the supposed in- 
crease in productivity during that year. 

I don’t myself accept that theory because it rests on the assump 
tion that it is absolutely necessary to keep the price level from falling 
If the money supply were simply locked solid, say, so that it could no 
expand, and production increased, what would happen is that price 
would fall because more goods would be on the market against the 
same money supply. This fall of prices would benefit consumers. 

There is no a priori reason to suppose that this would cut int 
profits, because the increase in production would probably come about 
through a reduction also in costs of production. 

This fall in production costs would, of course, not be even. Some 
businesses’ costs of production would fall faster than others. 

You have the same divergencies even under inflation. With: 
slowly falling price level, brought about by increased production 
some industries would have a hard time of it; marginal firms in aly 
industry might have a hard time of it. But I don’t think that it woull 
precipitate a crisis to have a slowly falling price level, if the falling 
prices were simply the result of the fact that you had the same mone 
and credit supply, and the price decline were accompanied by 4 cr 
responding reduction in production costs. 

Now that would not mean that wages would go down. Wagescoili 
continue to go up as they have been doing. If you take any long-tem 
period, say that beginning with 1939, and look at the rise of mone 
wages, it has been enormously greater than the rise in price levels 
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Ifyou had had no rise in the price level during this period, then your 
money wages presumably would have increased by the same percentage 
in relation to prices but not, of course, by the same percentage in 
noney terms. In other words, “real” wages would have gone up just 
ysmuch, but not “money” wages. ah 

However, I admit that I am in the minority on this belief that you 
jo not need to increase the money supply to take care of an increase 
inproduction of goods. I might add that it is impossible for the Fed- 

Reserve Board or anybody else to know what the actual increase 
in physical production is going to be in any year. 
fankers often say “We simply want to meet the demands of busi- 
yes for money.” But the demands of business for money depend 
vary largely on the interest rate. One firm, say, will borrow twice as 
much at 2 percent as it will borrow at 4 percent; or it will only borrow 
lalfas much at 6 percent as it will borrow at 4 percent; or different 
frms will come in or go out of the money market, depending on the 
interest rate. 

So it is the interest rate which controls the money supply. Of 
curse, one has to oversimplify everything in explaining this because 
our monetary system is really extremely complex. Unlike Europe, 
forexample, we do not depend so much on the discount rate. This 
discount rate gets a lot of publicity, but actually the money supply 
iscontrolled pretty much by the operations of the Open Market Com- 
mittee of the Federal Reserve System, by what they buy and sell of 
short-term and long-term securities. 

That is a more complicated process, a more difficult process to make 
plain; but that is the way we do it. 

Senator Humpnrey. It is a complicated one, I agree with you. 

Mr. Hazuirr. Yes, sir. 

Senator Humrurey. I have never been able to find out just exactly 
where it all came from. Iam an amateur economist. AJ] I know is 
that in every other area of life when you produce more you have 
more. In money I have never been able to find out who the fellow 
isthat makes it. 

It is an interesting matter as to just how much currency is avail- 
ible to the American people, not that that is the most important thing. 
We know how many cars we produce every year; we know how many 
bushels of wheat we produce. I suppose the information is avail- 
able, but you seldom ever see it. 

Mr. Hazirrr. The newspapers seldom give them much attention, 
except those that publish full financial pages, but of course the Fed- 
eal Reserve Bulletin publishes these figures monthly. The hand- 
to-hand currency supply is actually not too important. What counts 
8 the total credit supply, the amount of payments made through 
check, 

Senator Humpurey. I would be interested in knowing how much 
loninterest currency there is. I know about the other kind. 

Mr. Hazuirr. Even the currency is interest bearing, because a firm 
borrows this from a member bank. The borrowing firm says, “We will 
lave so-and-so much of this on deposit to draw against in checks, but 
We would like to take out 10 percent in cash immediately.” If the com- 
mercial bank has not got the cash in hand, it sends to the Federal Re- 
“rve for it. It sends over a certain amount of short-term government 
eeurities or other “eligible paper” to borrow against, or it sells securi- 
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ties in order to get the money from the Federal Reserve bank, Thy 
actual hand-to-hand money supply is, I think, now somewhere jn th 
neighborhood of $28 billion. 

Senator Humpnery. And how does that compare with 10 years ago! 

Mr. Hazuirr. It has gone up of course. But the hand-to-hand 
money supply has gone up very little. 

Senator Humenrey. That is right. 


Mr. Hazxirrr. It has gone up from about $26.5 billion in 1947 t 


about $28.5 billion now—only about two billion. Of course the tot] 
money supply, that is to say, if you add hand-to-hand currency outside 
of banks to demand deposits and time deposits (and there is a diffe. 
ence of opinion as to whether time deposits should or should not kk 
included, but the Federal Reserve includes them in the overall figure), 


there was about $63 billion in 1939 and there was something in th } 


neighborhood of $220 billion at the end of 1956. So, as you can ge, 
since 1939 that is a tripling of the total money and credit supply. 

Most people, of course, today pay their bills by check. I think 
that is one reason why the hand-to-hand currency has not gone w 
much. Apparently a lot of wage earners who previously used to pay 
for everything in cash, and got their wages in cash, now get ther 
wages in checks and have checking accounts. 

Senator Humpurey. This is a most interesting subject and I want 
to thank you very much, Mr. Hazlitt, for your willingness to come 
before us and give us your general testimoney. 

Mr. Hazuirr. I appreciate very much your kindness in inviting me, 

Senator Humpurey. The next witness will be Mr. Harlan Cleve. 
land. Mr. Cleveland has had varied experience in both government 
and private academic life. 

Mr. Cleveland is now dean of the Maxwell School of Citizenship and 
Public Affairs of Syracuse University. 

From 1953 until last year he was executive editor of Reporter Magi- 
zine. Prior to that, he was for a time Assistant Director for Europ 
of the Mutual Security Administration, and I believe he also served in 
the United States delegation to UNRRA;; is that right? 

Mr. CieveLanp. Yes, sir. I guess I was about in every foreign aid 
agency that was invented. 

Senator Humpurey. We have invited you here, Dean Cleveland, to 
appear before the subcommittee in order to discuss some of the eco 
nomic implications of the reduction in armaments. 

We are looking forward to your testimony, and I will have some 
questions to ask you. 


STATEMENT OF HARLAN CLEVELAND, DEAN OF THE MAXWEI 
GRADUATE SCHOOL OF CITIZENSHIP AND PUBLIC AFFAIRS 4! 
SYRACUSE UNIVERSITY 


Mr. Curveranp. Thank you, Mr. Chairman. I will go through 
this statement perhaps doing a little editing in the process since my 
experience as an editor causes me to cut everything including my 
own copy. 

I appear at the chairman’s invitation to discuss the economic aspect 
of disarmament. It is a measure of how far we are from a disarm 
ment agreement that in all the millions of words written and spoke! 
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shout disarmament since the Second World War, only fleeting atten- 
tion has been given to its economic aspects. f 

But there are some practical economic matters which merit the 
sibcommittee’s attention. ‘They assume greater importance as we 
come to realize, in the President’s phrase, that “there is no alternative 


leis the proposal to use economic and financial means to enforce 
adisarmament agreement. Another is the growing fear in the United 
States and elsewhere that disarmament would be bad for business and 
reduce our rate of economic growth, the point on which Mr. Hazlitt 
was testifying a moment ago. 

Yet another is the degree to which the current discussions of dis- 
amament have become, in my opinion, an excuse for leaving undone 
those things which we should be doing anyway in the international 
economic sphere. 

WORTH OF BUDGETARY CONTROL 


First, on the use of economic and financial means to enforce peace: 
Itis the French who have brought into the disarmament discussions 
the idea of enforcing a disarmament agreement by some kind of inter- 
national budgetary control. The idea seems to be that a freeze could 
be put on the money value of public spending for defense pur- 
poses, and each nation’s spending could be progressively reduced. 
An international authority could then enforce the agreement by 
studying national statistics about budgetary allotments, public ex- 
penditure, and the Government segment of the national accounts. _ 

It has never been clear to me why the French have such faith in 
eonomics as a tool of inspection. They lived, as we did, through the 
statistical nightmare involved in setting up comparable measures for 
aid requirements and economic progress under the Marshall plan. 
They know how blunt and faulty a tool the NATO annual review of 
eonomic capacity has proved to be, what extraordinary distortions 
are possible, even among allies, in comparing the value of national- 
defense efforts and applying in practice the noble principle that the 
NATO burden should be equitably shared. 

They are surely as much in the dark as we are when it comes to 
aleulating how much the Soviets actually spend for defense. 

During the Second World War we were able to follow the volume 
#Germany’s input into Italy not by trying to delve into the phoney 
published statistics of totalitarian regimes, but by counting the freight 
ars moving through the railroad tunnels through the usefully neutral 
mountains of Switzerland. 

Similarly, when it comes to disarmament it is well to put our main 
rliance—as the Eisenhower administration proposes to do—on observ- 
ing the physical movement of goods and recording on film the exist- 
enceand development of industrial installations. 


BUDGETARY CONTROL AS PART OF OVERALL INSPECTION 


Senator Humpnrey. May I just ask here if you do not mind my 
itterruptions, we had some commentary the other day relating to this 
migtary type of inspection or control along the lines proposed by 
the French representative to the U. N. Subcommittee on Disarmament. 

® genera] feeling of our witnesses was that this might be a faulty 
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tool and a very weak rod on which to rely solely. However, it might 
be useful as part of an inspection system designed to supervise a redyp, 
tion of armaments. 

Would you agree with that, that it may have some merits? 

Mr. Crixvetanp. It would in practice, yes. If you had an agri 
inspection, the purpose of which was to try to figure out how myg 
the Soviets were actually doing in the way of armaments produetig, 
one of the checks on your own physical observations would obvioush 
be to look as closely as you could at whatever budgetary and financig| 
statistics were available. 

My point is that a modern government has so complex a get of 
accounts that it can rig them anyway it wants them. Therefore 
rely on budgetary control as a primary tool seems to me to be illusory, 
Actually the French themselves say this. Mr. Jules Moch, who wy 
once in charge of French finances and who has been the disarmament 
man for the French in the discussions, has worried a little about this 
problem of deception of the inspectors. He said that they woul 
have opportunities to detect the deception, sometimes by close scrutiny 
of the figures themselves, and in other cases, as you reported in om 
of the reports of this subcommittee, by analysis of the various economie 
activities within a country including its purchases of raw materials, 

So even Mr. Moch, the advocate of budgetary inspection, comes back 
to the need for a physical check. 

Senators who have participated in the annual effort to ascertaiy 
just what the Pentagon is doing with all that appropriated money- 
nearly 5 percent of the world’s gross product—do not need to be told 
that budgetary control is not yet an exact science. 

Senator Humrurey. Hear, hear. 


RELATION OF ARMS SPENDING TO PROSPERITY 


Mr. Cievetanp. Rapid disarmament has not yet seemed to mos 
Americans to be just around the corner; consequently the interes 
who would be hurt by a cut in defense spending have been too busy 
fulfilling their current contracts to worry in public about what wouli 
happen 1f defense spending really dried up. 

The Soviets, of course, are constantly claiming that our industrial 
prosperity has risen on what Foreign Minister Shepilov calls a “mil: 
tarist yeast,” and in the face of much evidence to the contrary they 
continue to hew to Stalin’s line that “capitalism requires the stimult 
tion of defense orders to keep the wolf of depression from our door’ 

Senator Humenrey. They have never asked themselves over thereil 
the entire lifetime of Communist totalitarian economics if there wa 
ever a time when they did not have huge defense expenditures? 

Mr. CLEVELAND. Yes. 

Senator Humrnney. It always seems that we get ourselves in a de 
fensive position with these rascals, and sometimes it would be good jus 
to ask them to cite the years that there has been a reduction in the 
armament expenditures of a totalitarian country, and what time 
ever, they have lived through that their economy was not bolsterei 
or underpinned by huge military outlays. 

I think the truth is that over the long period of time the percentag 
of their total gross national produce to armament. would be substar 
tially larger than it would be in any of the free countries. 
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PERCENTAGE OF ARMS SPENDING TO SOVIET GNP 


Mr. CueveLand. I asked one of the economists in the Maxwell School 
at Syracuse University, who specializes on Soviet problems, Joseph 
Berliner, this question as to what the experts now Say 1s the percentage 
of gross product, and he says an average of the various expert figures 
yould work out to somewhere between 13 and 14 percent of GNP as 
opposed to perhaps 10 percent in our case. This would support what 
you were just saying. 


ABILITY OF UNITED STATES ECONOMY TO ADJUST 





It is the Soviets’ privilege to cry havoc. Our privilege—and our 
ride—lies in our own recent economic history, as indeed Mr. Hazlitt 
a already said in his testimony. The sudden reduction of defense 
ding after 1945 was more than offset, inside of a single year, by 
nonwar investment and consumption. 

In the 18 months between the summer of 1953 and the winter of 
1954 we absorbed a cut of more than $13 billion in the annual rate of 
defense spending plus a sizable inventory adjustment in many lines 
of business. 

In spite of the hesitancy of the Federal Government to step into 
the breach by spending more for highways or schools we experienced 
in 1954 what even Democratic economists are now willing to describe 
asaremarkably mild recession. 


ALARM AT POSSIBILITY OF REDUCED ARMS SPENDING 


We must expect, however, that if Americans come to believe that 
disarmament is a real prospect and not just a yearly ritual dance on 
the East River, alarm will spread. It is sobering to listen to so 
snsible an industrialist as John Jay Hopkins, whose published words 
sem to agree with the best Communist doctrine on the difficulty of 
maintaining prosperity without defense spending. 

In his picture, mutual disarmament is a dark prospect indeed: 

We and our allies might * * * drown in the inexorably rising tide of our own 
wallocated productivity * * * [If] under the emotionalism of Communist- 
inspired disarmament and demobilization slogans, there should be any sudden 
and drastic reduction of defense expenditures, we should have the most serious 
repercussions. 

This kind of talk is just a sample of what will start if the Soviets 
should ever abandon their intransigence about inspection and bring 
wal disarmament out of its present dream world into the realm of 
polities, the art of the possible. 


DUTY OF GOVERNMENT TO LOOK AHEAD AND PLAN 


Senator Humpnrey. May I interrupt you again at this point? It 
xems to me that the duty of government, with grave responsibilities 
and the duty of Government officials with very heavy responsibilities, 
sto look ahead to all possibilities and probabilities. 

ey are not to look ahead on the basis that everything is going to 
work out according to the design or plan that you were able to con- 
coct over the last weekend. 
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_ I have noticed an unwillingness on the part of some people to hy 
imaginative, to even want to do as they once did in school, to establis, 
hypotheti cal situations and see how you could reason an intelligen, Mi 
reaction to that situation or situations, and draw some logical cop. | secre 
clusions, to wit, apparently we had not reasoned out what would hap | hol 
pen if Mr. Nasser seized the Suez Canal. 4 ain 

If we had, it is one of the most closely guarded secrets of all ting if til 
Apparently we did not know what would happen if the Soyig;} Russ 
decided to give Austria a peace treaty. We were caught flatfoote) | once: 
I could be even more graphic. Fortunately it worked out well, | degr 
is entirely probable that we may wake up some morning and readi| Set 
the papers that the Soviet Union has decided to have Germany py, | and | 
unified, for example. reduc 

What is our position? We are certainly for the reunification ¢) wile 
Germany, though only on acceptable terms, I assure you. But yu} Ifi 
cannot rely upon the willingness of that crowd in the Kremlin | cme 
accommodate Mr. Dulles or anybody else, even if they wanted to mak | let’sa 
him popular. Tal 

Mr. CiLeveLAND. This is the difficulty, Senator, as I argue a litth} What 
later in this paper in another connection, with pinning too much¢} Iti 
what we do on what the Soviets do or do not do. little | 

Senator Humenrey. Exactly. 

Mr. Crevetanp. We should pin it on our own interests, not @ 
theirs. 

Senator Humpnrey. You mentioned a moment ago that apparenth 
there had not been too much feeling in our country or elsewhere thi 
disarmament negotiations would be very successful, for no one hy 
really planned very much ahead as to what would happen in tems 
of the economic structure. I do feel, however, that if we believe whit 
we say we believe, namely that another war would be disastrous- 
that if we had nuclear war, nuclear warfare would literally be th 
end of civilization—if we believe what the President has said, thi 
there is no alternative to peace, then we ought to be figuring out whit 
is going to happen if we do not have any war. That is what wean 
here engaged in. 

I was rather surprised to find out that the Government had m 
given any thought tothis. If it has, it has been another closely guar 
ed secret, and we are doing a very feeble job of it. I want to be vey 
frank, even though this subcommittee has heard some remarkably 
able witnesses and you, sir, are included among them, we have m0 
been able to do anything more than scratch the surface. 

It appears to me that somewhere along the line, if all of our efforts 
that we are developing and using in the quest for peace should ber 
fruit, we do have a problem. 

I am not saying that it is a problem; I will take that back, 
have a challenge and maybe we have an opportunity for the bettt 
allocation of our economic resources. 

It is on that basis that the discussion has been entered into. VW 
have asked the Joint Committee on the Economic Report, we hit 
asked the administration itself to give some thought to this problet 
and this challenge. 
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IMPORTANCE OF GIVING PEOPLE ASSURANCE OF STATED POLICY 


Mr. CLEVELAND. As you say, sir, there is no point in these plans being 
geretly held in some safe somewhere. This is a matter which the 
shole American people and the Congress as their representatives are 
sing to have to face ahead of time, because if it is not faced ahead 
of time, the morning we wake up and read in the newspapers that the 
Russians have said “All right, let’s have disarmament,” we will be 
meeagain caught flatfooted, and alarm will spread to an extraordinary 
degree. e 

nator Humpnrey. Let’s assume that we wake up some morning 
wd hear them saying frankly, “Look, we’ll agree to a 50 percent 
reduction in actual expenditures and you examine our books and we 
yill examine yours.” ; 

Ifit is a great idea for us to make such a proposal maybe they will 
ome up with one some time. I am not too hopeful that they will but 
kt’sassume that they did, then do we accept ? 

Take our own inspection system and our own ideas of disarmament. 
What if they should accept ? 

It is like that fellow in Ollie and Tina going down a road in a 
little buggy and Ollie says to Tina, “Will you marry me?” Tina said, 
*Yes,.” They did not talk for 2 hours and Tina says, “Why don’t you 
ay something?” and he says, “I’ve said too much already.” 

Mr. CtevetaAnp. We have actually seen this happen once. On the 
mapower limitation this is exactly what happened. We proposed 
wmething and then we kind of forgot about it and then they proposed 
asimilar thing and we were no longer prepared to agree on the same 
sis, We have already seen one example. 

Senator Humpnrey. It isa subject to contemplate. 

Mr. Cyeveranp. If we look at the prospects for our economy as a 
whole, we see that there is really nothing to be alarmed about. I take 
asomewhat more modest assumption than Mr. Hazlitt did, that we 
ut our defense spending in half over a 5-year period, that would 
mean a reduction of a little over $4 billion a year in Federal demand 
for goods and service. 


REDUCTION COULD BE OFFSET BY TAX CUTS 


Areduction in demand of this magnitude, less than 1 percent of our 
uitional product today, could easily be offset by reducing taxes, which 
vould please the Secretary of the Treasury, and spending more for 
chools and roads and other social capital—which would please some 
othis detractors. 

Senator Humpnrey. And then we have the question of what taxes. 
Take myself, for example, the ones I would like to get off fairly early 
ite the excise taxes. That would be a nice hassle around here. 

Mr. CLeveLanp. Yes. It would be refreshing to start with the re- 
gressive ones. 


WORRY IS ABOUT SPECIFIC SEGMENTS OF ECONOMY 


Mr, Hopkins is not really talking, I suppose, about the future of 
the economy as a whole; he is worrying, and properly so, about the 
future of his own company, which js intimately involved in future 
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congressional decisions about defense spending. But that does py 
in the least reduce the clang of his alarm bell. 

More housing and highways and schools won’t help the Genera] 
namics Corp. as such very much, or prevent unemployment jn gj. 
craft and related industries in, let us say, the Los Angeles-San Dieg 
area. 

We have surely had enough experience with domestic pressures j 
relation to tariff reduction to be respectful of the political power ¢ 
economic interests who feel their future threatened by Governmay 
action. 

Senator Humrurey. I noticed the other day that the Secretary 
Defense indicated that we might be reviewing the B-52 program jj 
terms of its desirability. 

The market on Boeing stock got to feeling just about as bad ag] 
felt last night with this 24-hour flu. 

Now this is just a Secretary of Defense who says a lot of thing 
that he ought not to say, and he said maybe we ought to review th 
Boeing B-52 program, and right away Boeing stocks started to tak 
a little dip. 

This indicates some of the problems, does it not ? 


DOMESTIC EFFECTS OF ARMS CUT MUST BE CONSIDERED 


Mr. CievetAnp. Yes. Well, it strikes me that it is therefore of th 
first importance that the domestic political effect of a reduction ind 
fense spending be dispassionately considered, as an essential part o 
disarmament planning. 

This is really what you were saying a minute ago, Senator, 

Senator Humpurey. That is right. 

Mr. CieveLanp. The United States Congress will never accept dis 
armament unless it is clear that the people who are really hurt bys 
drop in defense orders are going to be assisted in finding new jobs 
and new uses for their capital in a booming peacetime economy. 

Specifically, for example, if the future of General Dynamics dos 
not lie in acting as a supply house for the Pentagon, in what dire 
tion does it lie? 

And if the answer is in the more vigorous development of the peat 
time uses of nuclear energy for some of these large industrial organ: 
zations, then disarmament plans should perhaps include plans fort 
bold program of development in the atomic field. 


NECESSITY OF READJUSTMENT PLAN 


This is a serious problem. It is the proper business of Congres 
to consider the political or consent-building aspects as well as th 
substantive aspects of proposed United States Government actiols 
As things now stand, a sincere Soviet proposal for real disarmamel 
(if such a thing can be imagined) would leave the United States Go 
ernment with its domestic political flank unguarded. 

Advance planning for tax reduction and Federal investment in 
economy’s peacetime growth, including a program for readjustmel 
aid in sectors hurt by reduction in defense spending, is the missilf 
element. 
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Without such a plan, too many Americans will oppose disarmament 
for just the reason the Communists claim we oppose it—because they 
distrust the ability of our economic system to adjust from war to peace. 


DISARMAMENT USED AS EXCUSE FOR INACTION 


The other aspect of disarmament that bothers me is the extent to 
yhich the current disarmament negotiations are used to postpone or 
avoid action that is not really related to disarmament at all. Let me 
cite as an example the Eisenhower administration’s position on inter- 
rational aid to the underdeveloped areas. 

Even if it was not clear before, it is surely clear now that Asian and 
African peoples and governments face a cruel choice between the 
forced way and the free way. Following the Soviet model—as the 
Chinese Communists are doing—they can grind the faces of their own 
poor, sweat out enough capital to push their economic growth at the 
expense of the growth of freedom. 

they can import the important margin of their new capital from 
abroad, from North America and Western Europe, and expanding 
thir industry and raising living standards at the same time—and thus 
providing enough economic elbowroom for the development of free 
political institutions. 





CHOICE BETWEEN FORCED WAY AND FREE WAY 


The choice between the forced way and the free way may be re- 
garded, in one sense, as a choice facing the Asians and Africans. But 
most Asian and African leaders have already decided that they must 
develop their countries somehow. ‘The real choice is ours—our de- 
cision whether we are going to make it possible for them to choose, or 
whether by inaction and lack of imagination we will compel them to 
choose the forced way of developing their economies. 


NEED TO ASSIST OTIJER NATIONS NOT RELATED TO DISARMAMENT 


What has all this to do with disarmament? My point is precisely 
that it has nothing to do with disarmament. Whether peace is main- 
laned by deterrence through mutual terror or by disarmament 
through mutual agreement, the revolution of rising expectations re- 
mains the fundamental drive in Asian and African politics. 

We should therefore not await an agreement on disarmament before 
throwing ourselves into the effort to prove that the free way is the best 
way to economic progress and individual freedom or choice. 

Yet what is our posture on this subject? We are piddling along 
with a shadow of a program in Asia and Africa, most of it in South 
Korea, Formosa, and Vietnam, Laos, and Cambodia—worthy recip- 
ents all, but hardly the center of the Asian stage. We are failing to 
build up an international agency that can push the development of the 
less-developed areas in a practical fashion commensurate with the size 
and scope of the problem. 

Our spending for these purposes has remained under $2 Lillion, the 
same level of spending, for roughly the same objects of expenditure, 
as we had in fiscal 1953. 

It includes no element that was not already thought of and recom- 
mended by 1951. And in these same years, the Soviet Union has 
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expanded its trade, its aid, and its intervention, and has even had {jy 
audacity (in one of Khrushchev’s well-planned outbursts) to clip 
credit for the American point 4 aid—by frightening us into provid 
it. (An analysis of Soviet assistance, and a more comprehensive dig 
cussion of this whole issue is contained in my paper, The Theory an 
Practice of Foreign Aid, prepared for Rockefeller Brothers Fy, 
dated November 1, 1956.) 

And what are we waiting for, before starting to do what we kno, 
in our hearts we are going to have todo? To judge from official stajp 
ments, we are waiting for the Soviets to agree to some disarmamey 
plan or other. 


UNITED STATES POSTPONES INTERNATIONAL AID PROGRAM UNTIL 
DISARMAMENT COMES 
This Government— 


said President Eisenhower in April 1953 


is ready to ask its people to join with all nations in devoting a substantial py. 
centage of the savings achieved by disarmament to a fund for world aid ay 
reconstruction. 

The purposes of this great work would be: to help other peoples to develop 
the underdeveloped areas of the world, to stimulate profitable and fair wor 
trade, to assist all peoples to know the blessings of productive freedom, 

What is it about these noble aims that makes them indefinitely pog. 
ponable? Why should we announce to the Soviet Union that until» 
get a disarmament agreement we will be unwilling to participate in 
a massive program of world aid and reconstruction ? 

Isn’t that certain to delay a disarmament agreement? The last thing 
the Soviets want is for us to do something really vigorous about ew 
nomic development, about the stimulation of world trade, and about 
assisting peoples to know the blessings of productive freedom. | 
they can keep our pious intentions in cold storage by refusing to agn 
to disarmament, we will never get an agreement on disarmament. 

Are we saying, perhaps, that we cannot afford a large program d 
economic development loans and grants until the backbreaking loai 
of defense spending is no longer so heavy ? 

If so, the position is even harder to understand. As the Preside 
was speaking in April 1953, our defense expenditures were runnitg 
at the annual rate of more than $54 billion. The estimated rate fr 
the current fiscal year is about $41 billion. Thirteen billion dollan 
thus became available for “world aid and reconstruction”—seven! 
times the maximum program that the most soft-headed do-goote 
could possibly justify for the purpose. 

In the same year, our Government started to oppose the proposal fit 
a Special United Nations Fund for Economic Development on th 
ground that we could not get involved in such a scheme until ther 
was “real disarmament.” 


HYPOCRITICAL TO OPPOSE PROGRAMS BECAUSE OF FAILURE TO GET 
DISARMAMENT 


I don’t happen to believe that the present SUNFED scheme 3s! 
practical proposal, and I have argued this at some length elsewher 

But to oppose SUNFED on the grounds that we do not yet hi 
universal disarmament seems to most of our friends and potenti 
friends abroad both dishonest and hypocritical. 
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Pspecially is this so when we repeat again and again the mouth- 
mtering sentiment that disarmament will bring into being a fund 

romoting progress in the underdeveloped areas; the President 
\imself reiterated the promise in June 1955 at the United Nations 
ith anniversary ceremonies in San Francisco, and again on April 21, 


Whom are we fooling? Not the Soviets, who are no doubt delighted 
jut we thus hand them a veto over our participtation in world eco- 
mic development. Not the Asians and Africans, who cannot under- 
dnd why a nation that has recently cut its defense spending by 
iilions of dollars cannot afford to contribute to a world economic 
velopment fund which would total only a quarter of a billion. Not 
wr European allies, who would benefit from a world development 
find by selling more industrial goods to the newly developing nations. 
We are fooling only ourselves, in full view of the world. It is time 
me separated economic development, which we should be promoting 
ayway, from disarmament, which can be achieved only if the Soviets 


Senator Humpirey. Mr. Cleveland, I recall during my visits to the 
fhited Nations on this matter of the International Economic Develop- 
nent Fund which we discussed when we opposed it, that one of our 
rasons for opposing it and the main reason then was that we could 
wafford it. 

[heard many of our friends from other countries, both European, 
\san, and African countries who vote with the United States, and 
tho have been with us solidly right down the line, including people 
fm such countries as the Philippine Islands, say that there must be 
wne good reason that you cannot be for this, but please, why do you 
sult the intelligence of your best friends ? 

This was a common comment. 

Mr.CieveLanp. The fund in question was proposed— 

Senator Humrnrey. I think you are right about SUNFED as far 
wsyour observations relating to its organizational structure, its ad- 
ministrative organizational use, but that is not the only international 
evelopment possibility. 

We have just closed the door. We did this on every other economic 
abject. We did it on ILO. We abstained in voting against slavery. 
Iwant to tell you that this is the most shocking demonstration of a 
ack of imagination and sensitivity that I have every heard of. 

We almost tried to tell European nations that we were not for na- 
tional food reserves, I mean for other nations. 

Tam going to say right here for the record that, being a delegate, 
Ifrankly said that I would not under any circumstances be such a 
onfounded hypocrite. 

If they wanted somebody to say that, to go get somebody else, 
that I was not brought up that way. I was in charge of the 
plc and I insisted that at least we have an opportunity to state 
he truth. You can be against international food and fiber reserve 
phins, but to go around and say that you are just not going to do any- 
thing is to prove either one of two things, either that you do not care 


wrthat you are ignorant. Both of them are indefensible in the pres- 
tt situation. So we finally got the State Department to agree to a 
i} sitive proposal. 
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You know what? Everybody was so unbelievably surprised thy 
they voted unanimously for it, the only thing that we proposed in th 
whole U. N. session upon which we got unanimous support, 

I am here to tell you I had witnesses from France, from Bry 
from Chile, from Equador (our Latin American neighbors) con 
up to me and say, “We never thought we would live to see the dy 
that Government of the United States would ever propose anything 
as constructive as this.” 

These are our best friends, and this is a matter of public record 
This is not just a matter of cloakroom gossip, it is a matter of » 
official report that I am going to make to the Senate tomorrow 
this very topic. 

You can kid some of the people part of the time and all of th 
people some of the time but you can’t kid them all all of the tiny 
And for our country to do as you indicated here is just to reveal 
it is a kind of national hypocrisy which is unbecoming a great country, 
and I am glad you said what you did. ; 

You are very polite, may I say, much too polite, but you are right; 
frankness is imperative at this moment. 

Mr. CLeveLANnb. Perhaps this is because I am not an elected rep 
resentative, sir. 

Senator Humpurey. I think it is disgraceful for this country ng 
to proceed along the lines you have outlined here. I want to thank 
you from the bottom of my heart for a statement that is long overdw 

I speak for myself and I think I speak for others on this committe 
in light of what has been said. 

Mr. Crevetann. Thank you, sir. 


STUDY OF SOVIET AID PROGRAM 


Senator Humpnrey. One more question—I would like to ask yu 
if you could provide for the record “The Theory and Practice o/ 
Foreign Aid”—your analysis of Soviet assistance published Noven: 
ber 1, 1956, to which you referred ¢ 

Do you have a copy of that with you ? 

Mr. Crevetanp. I don’t, as a matter of fact, but I did send som 
copies to the staff of the full committee. 

Senator Humpnrey. Of the full committee? 

Mr. CieveLanpb. To Mr. Marcy. 

Senator Humpurry. Fine. We will get that for the subcommi 
tee. I think that will be very helpful. 

I made note here of another matter that I wanted to ask you abot 
Mr. Cleveland. 

SOVIET TRADE AGREEMENT 


Do you have in your possession or is it possible to gain from ym 
and the university an analysis of the recent ventures on the partd 
the Soviet Union in trade—I am not talking about economic ait- 
the number of trade agreements they have signed and with whi 
countries? And the amounts that are revealed in those agreemetit! 

Mr. Crevetanp. Yes, sir; we do have that. I don’t have that wil 
me. f 

Senator Humpnrery. Would it be possible for you to supply 
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Mr, Cuevetanp. One of the people who works on Soviet affairs 
yp there in this Russian studies program at Syracuse can prepare 
gch a report, and another has prepared an analysis of the recent doc- 
tinal changes judging from what has been said in the Soviet press 
nostly, on the subject of what they think they are up to in the under- 
jeveloped areas, which was also prepared for the Rockefeller Bro- 
thers Fund, and I think might be very interesting to this committee. 

Senator Humpnrey. I would like to have you, if you could, sir, 
ud the staff please note, present to the committee those papers and 
abo, if you do not mind, a second set of them to myself. I should 
ike to have them, particularly the one on the trade agreements, be- 
use 1 was keeping track of that for 2 or 3 years. The score got 

to about 35 agreements with the Soviet Union and none for us 
fom 1953 to 1955, and I became so discouraged that I did not want 
io keep score any more. 

(The material referred to is on file with the subcommittee. ) 

[wondered if there had been a change since then. 

Idon’t have any other questions to ask you, Mr. Cleveland, this 
noming because you have covered it very well. I am very grateful 
to you. 

{ think that concludes this morning’s discussions and hearing. 
Thank you both. 

(Whereupon, at 11:30 p. m., the subcommittee was adjourned.) 


X 
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